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PURPOSE

This manual change revises the Table of Contents to reflectupdated and new titles at: 7.01.07.00, 7.01.07.01, 7.01.20.00,
7.02.09.00, 7.04.07.00, 7.08.00.00, and 7.08.06.00. It updates Sections 7.01.00.00, 7.02.00.00, 7.03.00.00, 7.04.00.00,
7.05.00.00, 7.08.00.00, and 7.13.00.00, as described below.

The terminology for dual reports was changed in various sections of 7.01.00.00 and at 7.02.09.00, 7.02.09.01, 7.02.09.02,
and Table IIf under 7.01.21.00. Only approved reports are “appraisals.”

Section 7.01.11.00 was revised to indicafe that the parcel diary is not part of the appraisal report, but must be stored with
the file copy of the appraisal for documentation.

Section 7.01.12.00 was revised to indicate that the Parcel Occupancy Data Form is an internal document.
The term “Letter” of Transmittal was changed to “Memo” of Transmittal in Section 7.01.20.00.

Sections 7.01.16.00, 7.01.19.00, 7.02.01.00, 7.02.03.00, 7.02.05.00, 7.02.13.02, 7.02.14.00, 7.03.03.00, and 7.04.02.00
were revised to provide guidance for implementation of AB 1322/Section 102 of S&H Code.

The reference in Section 7.02.12.00 was changed from RW 7-14 to Exhibit 7-EX-25.

Section 7.04.07.00 was revised to reference Streets and Highways Code Section 854 for clarification of the section.
* Section 7.04.09.00 was revised to provide guidance relating to valpation of Temporary Construction Easements.

Section 7.05.02.02 was revised to provide guidance and consistency for making qualitative adjustments.

Section 7.08.00.00 was revised to reflect the terminology used in statute CCP 1263.205 related to Improvements
Pertaining to the Realty.

Section 7.13.20.00 was revised to reflect delegations.

N

The term “plottage” in Section 7.13.50.02 was changed to “assemblage.”
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EFFECTIVE DATE

Immediately.

MANUAL IMPACT
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7.00.00.00 - APPRAISALS

7.01.00.00 - APPRAISAL POLICIESAND GENERAL REQUIREMENTS

7.01.01.00 General Overview

Articlel, Section 19 of California Constitution states “ Private property may be taken or damaged for public use
only when just compensation, ascertained by a jury unless waived, has first been paid to, or into court for, the
owner.”

7.01.01.01 Definition of M arket Value

The measure of “just compensation” is “market value.” Section 1263.320 of the Code of Civil Procedure defines
market value as:

“(a) The fair market value of the property taken isthe highest price on the date of valuation that would be agreed
to by a sdller, being willing to sell but under no particular or urgent necessity for so doing, nor obliged to
sdl, and a buyer, being ready, willing and able to buy but under no particular necessity for so doing, each
dealing with the other with full knowiedge of all the uses and purposes for which the property is reasonably
adaptable and available.

“(b) The fair market value of property taken for which there is no relevant, comparable market isits value on the
date of valuation as determined by any method of valuation that isjust and equitable.”

A just and equitable method of determining the value of nonprofit, special use property as defined, for which
there is no relevant, comparable market is:

“The cost of purchasing land and the reasonable cost of making it suitable for the conduct of the
same nonprofit, special use, together with the cost of constructing similar improvements.”

This method of valuation pertains only to those properties where all of the following apply:

Operated for a special nonprofit use such as a school, church, cemetery, hospital or asimilar property.
Tax-exempt.

Not owned by a public entity.

Thereis no relevant, comparable market.

AN E

See Section 7.04.13.00 for further details.

7.01.01.02 Necessity for Appraisal

An appraisal is necessary to ensure compliance with the Constitution in arriving at a conclusion of just
compensation. The basic document in all appraisalsisthe Appraisal Report. It contains the appraiser’s estimate
of fair market value and all data and narrative necessary to support the appraiser’s conclusions.

An approved report is generaly required for acquisition, property management, relocation assistance and record

purposes. It isof critical importance to further Right of Way activity. It must be complete and reliablein al its
contents.
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The report will be a summary of basic information and conclusions together with pertinent support. 1t shall
contain information about the properties and general aspects of the entire project. Additional backup information
such as detailed improvement descriptions and plans, additional photographs, bids, detailed cost studies,
interview records, additional comparable data, utility relocation studies, etc., should be maintained until
acquisition is complete and the files are no longer necessary for record, testimony, or RAP purposes.

7.01.02.00 Appraisal Report Not Required

When the Region/District determines that the valuation problem is uncomplicated and the fair market value is
estimated at $10,000 or less, based on areview of available data, areport is not necessary. The $10,000 amount
includes severance damages but excludes any nonsignificant construction contract work. Authority to waive the
appraisal is provided for in Federal Regulation [49 CFR 24.102(c)(2)]. Authority to make this determination
rests with the DDC-R/W, who may delegate it. The documentation required is the “Waiver Vauation.” (See
Section 7.02.13.00.) The Waiver Vauation cannot be used as a basis for deposit when obtaining an Order for
Possession.

7.01.03.00 Uniform Relocation Assistance and Acquisition Policies Acts

Both the Federa and State Uniform Relocation Assistance and Real Property Acquisition Policies Acts contain
basic requirements for the appraisal of real property for public project purposes. These basic requirements are
quite similar, and therefore apply to al projects.

49 CFR 24.2, 24.101, 24.102, 24.103, and 24.104 set forth these basic requirements.
7.01.04.00 Standards

The appraiser will thoroughly investigate and consider every material fact regarding the market value of the
appraised property. Every effort will be made to interview the property owners and to secure factual information
on the subject property sales, costs, alterations, income and expense data, age, etc. The appraiser should refrain
from furnishing detailed information regarding valuation, time schedule or construction items. At the appraisal
stage, such information is usually incomplete and subject to change.

The subject properties and comparable data shall be viewed in the field and all improvements to be appraised
shall be carefully inspected.

The appraisal will be made in accordance with the highest professional methods and ethical standards and with
constant regard to the rights of the property owner and citizens of the State. It will be promptly adjusted when
new data indicates revisions are appropriate.

7.01.05.00 Separ ation of Appraisal and Acquisition Functions

The Department of Transportation (Department) maintains a separation of the appraisal and acquisition
functions, except that, the same person can appraise and negotiate a parce if total valuation, excluding
nonsubstantial construction contract work, is $10,000 or less. Thisdollar limit also applies to revisions where the
appraiser was previously assigned to negotiate the parcel. The valuation document can be either an appraisal or
Waiver Vauation as discussed in 7.01.02.00 above.

When the same person prepares the appraisal and does the acquisition, the Certificate of Appraiser must be
revised from the standard Certificate. It should contain a statement substantially as follows: “That | understand
that | may be assigned as the Acquisition Agent for one or more parcels contained in this report but this has not
affected my professional judgment nor influenced my opinion of value.”
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Members or candidates of professional appraisal organizations who are assigned to act in the dual capacity of
appraiser and acquisition agent should check their organization's code of ethics for specific prohibitions and
disclosure requirements.

7.01.06.00 Prerequisitesfor “Preliminary Right of Way”

Right of Way Planning and Management is the lead right of way function concerning prerequisites for
commencement of al “preliminary engineering” activities, “preliminary right of way” activities, and “regular
right of way” activities. See Chapter 3.

Preliminary Right of Way is defined as those Right of Way activities that occur after:

A. The project is programmed or lump sum funded. (Activities are typically charged as Right of Way support
to the project’ s Phase 2 expenditure authorization.)

B. Budgeted spending has occurred.

1. The project is in the current approved Right of Way Capital Plan or in the proposed Right of Way
Capital Plan for the budget year.

2. Other Entity Funding is secured. The source of funding is in accordance with the terms of a
Cooperative Agreement with a Local Public Agency, if applicable.

The Preliminary Right of Way Activities are:

Ordering Title Reports.

Preparing Base Maps.

Preparing Appraisal Maps.

Conducting project-wide comparabl e sales searches once a preferred alternate is internally selected.

PODNE

In addition, the preferred aternate must be made public in some manner, e.g., newspaper announcement,
distribution of the final environmental document, or the like, before the following activities can take place.

5. Assigning appraisers to specific parcels.

6. Contacting the property owners to commence appraisal activity (i.e.,, sending the Notice of Decision to
Appraise).

7. Completing the appraisal.

These prerequisites do not apply to hardship and protection appraisals.

One of the main reasons that project appraisals should not normally be completed far in advance of the
environmental clearance on regular right of way acquisition parcels is to avoid their being outdated before offers
can be made. If the appraisal must be updated because of a delay in receipt of the environmental clearance,
support required to produce the second appraisal is not eligible for federal participation. In addition, appraisals
of partial acquisitions should not commence prior to the receipt of appraisal maps.

Final environmental clearance is a prerequisite to commencing regular right of way acquisition. The exception to
this rule is when “early acquisition” is approved. See the Early Acquisition Guidelines (Reference
File 00-1). Appraisal support costs may or may not qualify for federal aid. PA&ED plus E-76 approva is the
point at which parcel specific right of way support costs become eligible for federal aid on a federally eligible
project.
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7.01.07.00 Dual Report Requirements

Department policy requires dua reports for unusually complicated parcels or parcels exceeding $500,000 in
value unless a waiver is granted. This amount includes improvements pertaining to realty, severance damages,
and construction contract work. This is to ensure the owner receives a fair market value offer and large or
complicated appraisals are documented and conclusions supported.

Dual reports shall be separate, and fully independent in calculations, analysis and conclusions. This will give a
better basis for determining market value and help ensure a sound offer. The appraisers and their Region/District
supervisors are responsible for maintaining the fact, spirit and appearance of this independence. Only one report
isto be the approved appraisal. (See 7.01.16.00 and 7.02.09.00.)

Exceptions to this policy are appropriate in specific instances when the safeguards are demonstrated as
unnecessary.

7.01.07.01 Waiver of Dual Reports

Waiver of dual reports will only be approved for relatively simple appraisals with adequate supporting data for
the value conclusions. See criterialisted below.

The Region/District may approve a waiver of the dual report requirement of Section 7.01.07.00 for project
appraisals when the parcel is not complex or controversial.

The Region/District shall complete a memorandum granting the waiver which will be included in the
appraisal. Approval of the waiver shall be consistent with the Delegation Matrix in R/W Manua
Section 2.05.00.00.

When the waiver is granted, the Region/District may approve the single report up to $1,000,000, and will submit
an informational copy of the approved single report to HQ R/W. If, after granting the waiver, the Region/District
Right of Way Division Chief determines that the single report does not meet the criteria of noncomplex as stated
below, approval of the report should be withheld and a second report will be required. If a second report is
required, both reports will be submitted to HQ R/W for approval. Having to do the second report at the later date
may cause a timing problem for meeting right of way certification dates, therefore, the Region/Districts should be
certain at the time of the waiver that the appraisal problem is, in fact, relatively simple and neither complex nor
controversial.

The following are items to consider in determining which parcels require dua reports:
e Thereisaserious question asto highest and best use.

e Market data is inconclusive because of its scarcity and/or absence of established patterns and value
conclusions must, therefore, be based primarily on opinion.

e Thereare substantial improvements not compatible with the highest and best use of the land. In other words,
there is a high degree of economic obsolescence.

e A significant portion of the appraised value is severance damages or there is a substantial question regarding
damages or benefits.

e Thevalue of theland is primarily on a devel opment-analysis approach, or there is reliance on a specific plan
of proposed devel opment.
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7.01.08.00 Donations

Anticipated donations must first be appraised unless the following apply:
A. Thedonation isinitiated by the owner, and

B. The owner, after being informed of the right to receive just compensation, provides the Region/District with
a signed statement or letter waiving said right to receive just compensation and releasing the State from its
obligation to appraise the property.

If an owner provides a signed statement or letter waiving just compensation but requesting an appraisal, the
Notice of Decision to Appraise is hot required.

In the past, IRS has indicated that staff appraisers may not be used to appraise donations in excess of $5,000
which are to be claimed as charitable contributions for Federal tax purposes. The owner should be advised to
check with a tax consultant, IRS and/or the Franchise Tax Board if this or other questions of tax implications
arise.

Donations may be used as matching fund credit to a Local Agency. This can apply on selected route segments
where a local agency is required to match State right of way protection expenditures. The donation must be
appraised to establish the contributory value to be credited to the local agency.

7.01.08.01 Credit Toward State’s M atching Share

Section 146(a) of the Surface Transportation and Uniform Relocation Assistance Act of 1987 provides that the
fair market value of land lawfully donated after April 2, 1987, and incorporated into the project, may be used as
credit toward the State’s matching share for a Federal-aid highway project. No credit can be allowed for any
amount negotiated with the owner which exceeds the appraised fair market value. The credit applies only to
bonafide donations. It does not apply to dedications. The fair market value shall be established by an appraisal
made in conformity with the provisions of 49 CFR 24.103 and 24.104, subject to the following conditions:

A. Increases and decreases in the value of the donated property caused by the project are to be excluded.
B. The appraisal shall not reflect damages or benefits to remaining property.

C. The fair market value shall be established as of the date the donation becomes effective or when equitable
title vestsin the State, whichever is earlier.

Donated land must be incorporated into the project to be eligible for credit purposes. Donations made by a
Federal, or a State government agency are not eligible for project credit purposes. A contribution by a unit
of local government of real property which is offered for credit, in connection with a project eligible for
assistance under this title, shall be credited against the State share of the project at fair market value of the
real property. Property may also be presented for project use with the understanding that no credit for its use
is sought. Right of Way shall assure that the acquisition satisfied the conditions in 23 CFR 710.501 (b) and
the documentation justifies the amount of the credit.

All appraisals involving donations for credit to State matching funds must otherwise meet the same standards as
normal acquisition appraisals. See Chapter 8 for further information related to Acquisition.
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7.01.09.00 Dedications

Legal considerations concerning the appraisal of property having future street requirements as of the date of
value are summarized in this Manual section. Lega considerations are not to be confused with factual
determinations which are to be made in every instance by the appraiser. The problem of appraising property with
future street requirements arises where the property is located in such manner that in order to comply with the
master plan of streets or the master plan of zoning, additional street areas will be required to be dedicated and
improved in the reasonable near future as of the date of valuation for the purposes of the appraisal. These
properties generally fall into four categories:

A. Those aready improved to their highest and best use.

The property that is already enjoying the highest and best use and the street requirement, while considered,
must be assumed to not affect valuation. The local governmental body could apply no valid pressure on the
owner to force a dedication in view of the fact that he is aready enjoying the highest and best use of his
property. If the street were to be widened, the local governing body would be required to condemn the
necessary area. Therefore, this property should be paid for at its full market value under its highest and best
use.

B. Those already zoned to their highest and best use.

Generdly, a dedication regquirement arises as a condition for a change of zone. If that is the only
requirement of the local governing body, then the conclusions under Category A would be
followed. However, a significant number of local governmental entities have adopted building permit
requirements, as opposed to zone change requirements, which impose dedication reguirements as a condition
for obtaining a building permit. If the property is found in such a political entity, then the conclusion under
Category C would be followed.

C. Those not zoned or improved to their highest and best use.

Since the required street area would have to be dedicated before the property could achieve its zoning or
building permit for highest and best use, the area so required would be of only nominal value. In this
instance, the value of the area to be dedicated is reflected in the higher unit value of the remaining property
which is generated by such dedication. It follows then that the average unit value theory could not apply and
the nominal value theory would be used. In any event, if the appraiser finds that by reason of the local
agency’s governing provisions the land probably will never be used for street purposes, he should take that
into consideration in forming his opinion of value.

D. Those properties which would fall within Category C, except for the fact that there is an interim use of some
significant time period before the ultimate highest and best use ripens.

The area to be dedicated would have the same unit value as generated upon either the whole property or the
remaining property by the interim use, assuming, of course, that the time of the interim use and the value of
the interim use were of such significance as to affect the appraiser’s ultimate conclusions of value.

In the same category where the parcel has aready ripened to a higher and better use but is improved with a
lesser though significant and valuable use which would fall within the definition of an interim use, the
determination of value in this case would, of course, be an appraisal problem.

In all of these instances, the future requirement of street dedication with the ultimate improvement of the
street for city or county standards must be considered by the appraiser.
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7.01.10.00 Notice of Decision to Appraise

The appraiser must advise the property owner of the State's decision to appraise the property. The notice must
be in writing and cover the following:

A. A specific areais being considered for a particular public use, i.e., the project;
B. The owner’s property islocated within the project area; and

C. All or aportion of the owner’s property (which should be generally described) may be acquired for public
use.

The letter will offer the owner (or the owner’s representative) the opportunity to accompany the appraiser on an
inspection of the property. It will give reasonable advance notice. There is no mandatory format for the notice;
however, see Exhibit 7-EX-17 for a suggested format.

Enclosed with the letter to the owner will be the following:

A. Written explanation of the Department’s land-acquisition procedures. The booklet “Your Property, Your
Transportation Project” will satisfy this requirement; and

B. A Title VI brochure and other required itemslisted in R/'W Manual Chapter 2, Section 2.04.01.02.

The Notice and acquisition procedure explanations may be modified as necessary when doing contract appraisal
work for other agencies, when the property owner is a governmental agency, etc. Governmental agencies are
entitled to written notice, etc., just like a private property owner; however, judgment should be used as to the
need to send complete notices and packages to the same agency time after time.

7.01.11.00 Parcel Diary

The appraiser will initiate the Parcel Diary Form RW 7-1 for each ownership. The appraiser shall include all
required information covered in the instructions. The form should be initiated by an appropriate entry indicating
the date the parcel is assigned for purposes of preparing an appraisal, together with entries documenting parcel
data. The parcel diary is an internal document to be forwarded with the appraisal for review, and kept in the
parcel file for documentation.

7.01.12.00 Responsibility for Providing RAP Information

The Appraisal Branch is responsible for the following:

A. The Appraiser, when asked, shall give accurate, basic relocation information to all potential displaced
persons who are encountered during the appraisal process.

B. Pursuant to Federa regulations, the RAP Branch is required to advise potential displacees of their possible
RAP benefits as soon as the occupants are identified. The Code of Federal Regulations also requires each
business to be interviewed by the RAP Agent prior to the initiation of negotiations. The appraiser is usually
the first contact a potential displaced person has with the Department. When an appraisal (primary or
aternate) indicates a displacement of people, businesses, and/or persona property, the appraiser is to
complete the Parcel Occupancy Data Form RW 7-2 at the time of the first meeting or contact with the
owner. Thisis true whether the displacement would result from the taking of right of way or from the effect
of the taking on the remainder. Note that a displacement may occur even though there are no severance
damages to the real property (a “consequential” displacement). This form may be modified to cover a
residential or business only displacement. The RAP Agent may accompany the appraiser during the
inspection of the subject.
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The Parcel Occupancy Data Form is an internal document; as such, it does not go forward with the
appraisal. The appraiser is to forward the Parcel Occupancy Data Form to the Region/District RAP Branch
at the earliest possible date and note in the Parcel Diary the date it was forwarded. The RAP Branch will
then provide general relocation assistance information to all potential displacees listed. The RAP Branch
will send the Title VI (Civil Rights) Survey form and a Title VI brochure to all known tenants.

The appraiser must immediately notify the appropriate branch (RAP, Acquisition, etc.) and make a parcel
diary entry, of information which may affect the displaced person’'s eligibility for RAP benefits (i.e., the
knowledge that an occupant intends to move prior to the date of the first written offer).

C. Where the appraisal of commercial, industrial, or other properties includes machinery, equipment, fixtures,
and/or improvements pertaining to the realty, the appraiser shall, as part of the appraisal report:

1. Itemize for identification: machinery, equipment, and fixtures which are considered realty, as well as
those items determined to be Improvements Pertaining to the Realty (see Sec. 1263.205 of the Eminent
Domain Law). RAP will not pay for the relocation of realty.

2. To the extent possible, determine the ownership or claims to ownership of the listed items as between
the fee owner and tenants or |essees.

D. |If the primary or aternate appraisal indicates occupied improvements will be acquired or may be acquired as
uneconomic remnants (in the market or to the owner), then the State is usually obligated to provide
relocation assistance to the habitants (residential or business). In questionable situations, the appraiser shall
discuss the situation with the Region/District’s RAP Branch.

E. Actua and Economic Rental Rates (see Section 7.03.08.00, “Rental Rates’) - Economic rental rates for all
improved properties will be shown in the fair market value appraisal.

7.01.13.00 L egal Opinions

All appraisals shall consider legal problems involved in the appraisal procedure. Care must be exercised to see
they are clearly defined and resolved. The Region/District should consult with the Legal Division, normally
through HQ R/W, when such problems are first encountered. The Region/District may request a legal opinion
directly from alocal office of the Legal Division generally where an interpretation of a condition or situation is
involved.

Any legal opinions involved in the appraisal process shall be documented in the report. It may be desirable to
secure legal opinions on such questions as benefits, compensable damages, extent of larger parcel, personalty
versus realty, valuation of dedications, etc. Strictly adhering to this policy will result in minimum loss of time for
Region/District personnel and the State’s attorneys.

7.01.14.00 Responsibility for Preparation

Appraisals will only be made by qualified appraisers. Field work and composition will be accomplished by or
under the direct supervision of a Right of Way Agent of at least Associate grade. The agent assisting in the
preparation will, at the Region/Districts option, sign the Title Page and/or a Certificate of Appraiser as discussed
in Section 7.02.03.00, E. The appraiser shall personally conduct the inspection of the subject and comparable
properties.
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7.01.15.00 Appraisal Review

All appraisals are reviewed to:

1. Ensure that the appraiser’s documentation, including valuation data and the analysis of that data,
demonstrates the soundness of the appraiser’s opinion of value and that the appraisal report conformsto
the requirements of this Chapter and established appraisal practices.

2. Ensure that the appraised amount is equitable and represents a proper amount for the offer of just
compensation in accordance with the Uniform Relocation Assistance and Real Property Acquisitions
Policies Act of 1970 and Government Code 7260 et seq.

Both the cumulative review and review appraiser process are recognized and acceptable methods for determining
the adequacy and appropriateness of the appraisal report being reviewed to ensure that it is based on sound
appraisal theory and contains appropriate documentation to support the appraisers conclusions. Both methods
will also accomplish the requirement that the approved appraisal represents the fair market value of the property
and represents a proper amount for the offer of just compensation.

Definitions

Administrative Review - A review performed as a due diligence function in the context of making a business
decision. The review will consist of ensuring the appraisal contains the proper forms, isin proper sequence, and
the arithmetic is correct. The administrative review is usualy less detailed than a technical review, and the
administrative reviewer does not render an opinion as to adequacy of the opinion of value.

Technical Review - Review performed for the purpose of forming an opinion as to whether the analyses, opinions
and conclusions in the appraisal report under review are appropriate and reasonable and that the appraisa
complies with the Uniform Act, Government Code 7260 et seq., the requirements of this Chapter, and established
appraisal practices.

7.01.15.01 Cumulative Review Concept

The cumulative review process used by the Department requires that the appraiser’s supervising senior will
conduct a technical review and approve or recommend for approval the appraisal report. If the supervising
senior is not authorized to approve the appraisal report, it will be submitted for approval to the Supervising Right
of Way Agent (Branch Chief), Region/District Right of Way Chief, or HQ R/W in accordance with the current
delegations. A flow chart outlining the typical steps in the cumulative review process is shown as Tablel in
Section 7.01.21.00.

There are limited instances where the Review Appraiser concept and its implementation are available to the staff
reviewing appraiser. See Section 7.01.15.02.

7.01.15.02 Review Appraiser Concept

The review appraiser is a unique position whose responsibility includes ensuring that appraisals under review are
based on sound appraisal theory and contain appropriate documentation to support the conclusion of fair market
value consistent with requirements of 7.01.15.00. As part of this responsibility, the review appraiser can reject
an appraisal that does not meet the test of an adequate appraisal product and if unable to resolve the differences
with the appraiser, require a new appraisal be prepared.

Consistent with current delegations, the review appraiser will conduct a technical review and will have the
authority to approve all appraisals over $10,000.
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Since the review appraiser is the only individual reviewing and approving the appraisal report, it is imperative
that the review appraiser have a solid appraisal background. This will include education and experience in
preparing a wide variety of appraisals including part-take appraisals with severance damages and/or benefits
analysis. At a minimum, the review appraiser should be a Senior Right of Way Agent and reports directly to the
Region/District Right of Way Chief.

In limited instances, this concept and its implementation are available to the cumulative review appraiser.

This process may be used when an independent fee appraiser is employed to prepare a single-acquisition report
or, in rare instances, on a staff appraisal. This situation may also be encountered when alocal agency hires a fee
appraiser, and the Department provides appraisal review and approval services.

When the review appraiser finds the report lacking in content, support, reasoning, or conclusion, the reviewer
may elect to assume the capacity of review appraiser and supplement the areas considered lacking, including
modifying the appraised value. This would be accomplished by written memorandum clearly delineating the
areas in question and providing full support and documentation for the reviewer’s conclusions. Approval
requirements will be in accordance with existing delegations.

7.01.16.00 Review Appraiser Process

A flow chart outlining the typical stepsin the review appraisal processis shown as Table Il in Section 7.01.21.00.
A. Rolesand Responsihilities of A Review Appraiser.
To better define the role and responsibilities of a review appraiser, a Review Appraiser Task/Duties is
included as Tablelll in Section 7.01.21.00. While some of the tasks may be discretionary, the table
provides the basis for the expectations of the duties to be performed by areview appraiser.

B. Approval Certificate

In conjunction with the approval of the appraisal, the review appraiser will sign the Review Appraiser
Certificate, Exhibit 7-EX-24D, and Appraisal Title Page - Review Appraiser, Exhibit 7-EX-21B.

C. Dual Report Process

The current process for dual reports as stated in 7.01.07.00 and 7.01.07.01 remains the same. The review
appraiser duties regarding dual reports are as follows:

e Review and concur with all requests for waiver of dua reports prior to submitting the request to the
Region/District Right of Way Chief.

e  When dual reports are prepared, the review appraiser will perform atechnical review of both reports and
recommend both reports to HQ R/W for approval.

The review appraiser’s recommending approval of both reports is not a recommendation of two separate
fair market values. Rather it is an indication that both reports are based on sound appraisal theory and
contain appropriate documentation to support the appraisers conclusions. See Section 7.02.09.02 for
an additional discussion on resolving significant judgmental differences between the two reports.

Only the approved appraisal will be provided to the Grantor. The second report will be stamped
“Reviewed for Documentation” and kept in the office files.
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D. Roleof Supervising Senior in the Review Appraiser Concept

Although the supervising senior will not be approving and/or recommending for approval the appraisals
produced by their unit, they need to have a good understanding of appraisal theory and practice. In this
context, the supervising senior will:

e Make appraisal assignments.

e Track progress of appraisals.

e Provide staff the necessary guidance and training.

e Assure consistency in application of data and valuations, particularly between different appraisers who
are preparing appraisals in the same area.

e Make an administrative review of the appraisa for accuracy, adequacy of documentation, and
consistency in the application of data and valuation prior to submitting the appraisal to the review
appraiser for approval. This administrative review is not considered a review for purposes of approving
the appraised value nor isit afirst step in the cumulative review process. Rather it isareview for form
and content to ensure that the appraisal product is complete and contains appropriate documentation to
support the appraiser’s opinion. Upon completion of the administrative review, the supervising senior
will complete the Appraisal Checklist, Exhibit 7-EX-22, and sign a certificate indicating an
administrative review of the appraisal for form and content has been completed. Exhibit 7-EX-23 is a
suggested format for the transmittal letter.

e Assist the appraisersin responding to the Review Appraiser’s concerns.

7.01.16.01 Minor Deficiencies

Minor deficiencies are deficiencies that do not affect the value, but should be corrected prior to approval. They

include:

PODNE

5.

Mathematical errors not affecting the value conclusion

Project identification data

Parcel numbers

Typographical errors which could lead the reader to an erroneous conclusion. Location, zoning, or
present use of either the subject property or of comparable sales, if not a magjor deficiency (i.e., one
which affects value)

Other minor deficiencies not affecting value

In the case of minor deficiencies in the appraisal report, the review appraiser can either request the appraiser
correct the deficiencies or make the changes to the report. Any changes made by the review appraiser should be
initialed and dated and the appraiser notified of the changes.

7.01.16.02 M ajor Deficiencies

Magjor deficiencies are deficiencies that affect the value conclusion and, unless corrected, will result in arejection
of the appraisal report. They include:

oukcwnNpE

Highest and best use analysis

Insufficient analysis, reasoning, and erroneous conclusions
Errorsin valuation

Analysis that mislead the user of the report

Nonadherence to the requirements of this Chapter

Other deficiencies that will cause the report to be rejected
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When the review appraiser finds that a report contains major deficiencies, the review appraiser should
immediately notify the appraiser and supervising senior, preferably in writing, stating the deficiencies and/or
need for clarification. If the review appraiser is unable to resolve the deficiencies, the review appraiser will
reject the appraisal and request a new appraisal or prepare a Reviewer’s Appraisal Report.

A. Appraisa Reection

When an appraisal is rejected, the review appraiser prepares a memorandum to the Supervising Right of
Way Agent (Appraisal Branch Chief) with a copy to the Region/District Right of Way Chief and supervising
senior stating the reasons for the rejection, the major areas of disagreement, and efforts taken to obtain an
acceptable report. The supervising senior will then make arrangements to have a new appraisal prepared.

B. Reviewer's Appraisal Report

If it is not practical to obtain a new appraisal, the review appraiser, after consulting with the Supervising
Right of Way Agent (Appraisa Branch Chief) and Region/District Right of Way Chief, may develop
appraisal documentation to correct the rejected report for the parcel in question. In arriving at their own
estimate of value, the review appraiser may use valid market data available, including data contained in any
appraisals received for review. The review appraiser must personally verify any data obtained on their own
initiative and provide written analyses of the data, plus reasoned justification or explanation supporting their
conclusions consistent with the requirements of this chapter and established appraisal practices.

When the review appraiser makes changes to an existing appraisal report to cure a deficiency which results
in the reviewer's own opinion of value, the entire appraisal report is considered to be that of the review
appraiser and no longer that of the original appraiser.

7.01.17.00 Approval Authority

Regardless whether the Region/District utilizes the cumulative review or review appraisal process, approval of
the appraisal products will be in accordance with the existing Delegations as discussed in the Policy Chapter in
this Manual and shown in the Exhibit Section. Any approvals not specifically delegated are retained in
HQ R/W. When appropriate, the Region/District can submit otherwise Region/District-approved appraisals to
HQR/W. This includes Local Agency Contract appraisals when acquisition is to be performed by the
Region/District.

7.01.18.00 Criteriafor Use of Independent Fee Appraisers

When the Department uses an Independent Fee Appraiser to prepare a regular acquisition, condemnation, excess
land or airspace appraisal, the Independent must have a general “Real Estate Appraiser Certificate” issued in
accordance with Title XI of Reform, Recovery and Enforcement Act of 1989 and the State of California Real
Estate Appraiser Regulations Title 10, Division 6.5. This requirement also applies to all Federally-aided local
streets and roads projects and all special funded projects.
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7.01.19.00 Report Processing and Records

The original appraisal shall be held by the Region/District as their Record of Appraisals for the proper retention
period. A copy of the approved appraisal is not required to be sent to HQ R/W. Thisincludes Loca Assistance
contract appraisals when acquisition is to be performed by the Region/District.

1. Appraisas may contain multiple parcels in a single ownership for both HQ R/W and Region/District
approval. Waiver Valuations may also contain multiple parcels in a single supplement. In these cases,
parcelswill be arranged in the report in numerical order regardless of approval authority.

2. TheTitle Page will indicate whether HQ R/W approved or Region/District approved.

3. If used, aParcel Summary Sheet may be kept in the parcel file for documentation.

4. Internal documentsincluding the Parcel Diary, the Parcel Occupancy Data Sheet, the Parcel Summary
Page, and the Excess Property Inventory Valuation (VTA) are not a part of the appraisal per se. As
such, they must go forward with the appraisal for review, but shall be removed prior to providing a copy
of the appraisal to the Grantor.

7.01.20.00 M emo of Transmittal

A memo of transmittal is not required for routine submission of Appraisal Reports. A memo is required on
resubmission of unapproved reports or the submission of corrected or revised appraisal pages. In these cases, the
memo will briefly summarize the reason for resubmission and corrections made.

7.01.21.00 Tables

Tablel - Cumulative Review Process For $10,000 and Over
Tablell - Review Appraiser Process $10,001 to $1,000,000
Tablelll - Review Appraiser Task/Duties
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10.

11

12.
13.

14.

15.
16.
17.

18.

19.

20.
21.

22.

23.

Tablelll
Review Appraiser Task/Duties

To become familiar with all projects involving the acquisition of parcels including field reviews, if
necessary.

Meets with supervising senior to review the maps of projectsinvolving R/W acquisitions and to discuss
potential appraisal problems.

In conjunction with supervising senior, determines which parcels require dual reports and when dual
reports may be waived.

Although supervising senior will author all requests for waiver of dual reports, appraisal reviewer
recommends approval of such waivers to the Region/District Division Chief.

May attend STM meetings, Public Hearings, etc., for projects involving R/W acquisition.

Consults with the supervising senior to discuss appraisal issues that arise during the preparation of the
appraisals.

Reads all single and dual project reports and field reviews subjects and comparable sales in accordance
with existing instructions in the manual.

Assures that Appraisal Branch Senior has completed the standard “ Appraisal Checklist,” which verifies
that appraisal meets requirements of R/W Manual.

When reviewing areport where the dual was “waived,” has the right to request preparation of the dual
should the single report display that the appraisal assignment did indeed not meet the criteria for waiver
of adual.

Consults with the supervising senior and the appraiser to discuss appropriate corrective action, if any, on
concerns that arose during the appraisal review.

May make minor corrective changes to the report, which do not materially effect the value conclusion
without assuming responsibility for the appraisal.

Approves al single project appraisals up to $1,000,000, if dual was waived.

For dual project reports, reviews both reports regardless of value. Recommends both and sends to
HQ liaison for review/approval, one for acquisition, and the other for documentation.

Reviews and recommends to HQ for approval all other nondelegated project appraisals, e.g., goodwill,
railroad, etc.

Prepares Review Appraiser Certificate for all parcels approved.
Prepares Review Appraiser Report when appraisal is modified in some manner by review appraiser.

In exceptional cases, can elect to revise appraisals under the review appraiser concept. When does so,
must author revised pages, appraiser certificate, etc., as required and assumes role of the appraiser.

Approves al Excess Land appraisals where the right of approval has been delegated to the
Region/District. If not delegated, reviews report and recommends approval to HQ for final
review/approval.

Reviews and recommends approval of all Airspace appraisalsto HQ for final review/approval.
RepeatsItems 7, 8, 9, 10, 11, 13, 14, and 15 as they relate to Excess Land and Airspace Appraisals.

Isresponsible for assuring consistency of appraised values on any given project. When inconsistencies
are observed, meets with the Appraisal Branch Senior to discuss appropriate corrective action.

Isresponsible for assuring that individual appraisal branches are being consistent in the application of
Department’ s appraisal policies. Consults with supervising senior when discrepancies are observed to
discuss appropriate corrective action.

In conjunction with supervising senior, provides appraisal training to appraisal staff.
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7.02.00.00 - APPRAISAL REPORTS

7.02.01.00 Federal Project Numbers

Federal project numbers are required for projects involving Federa participation in Right of Way costs. The
Federal project number will appear on the following:

A. All appraisal correspondence (including aletter of transmittal, if used)
B. TheFront Cover

C. Appraisa Title Page

D. Parcel Summary Page, if used

E. Parcel Appraisal Pages

F. Appraisa Maps

7.02.02.00 Report Identification Numbers

Appraisal Reports will use Phase 9 Expenditure Authorizations and be numbered in sequence. Each expenditure
authorization will have its own series of report numbers. If an expenditure authorization is subdivided, each new
expenditure authorization number will warrant a separate series of numbers. The Title Page will aso show the
Control Expenditure Authorization.

Project post mile and project limit descriptions of each report must coincide exactly with Phase 1 Expenditure
Authorization limits. Right of Way Planning and Management can provide the most current description.

7.02.03.00 Organization, Content, and Sequence

The material in most reports shall be arranged in the following order as applicable. All pages in the report shall
be numbered consecutively and completed as described.

A.

Front Cover

HQ R/W copy of the report will be bound and the information shown on Exhibit 7-EX-1 will be typed in the
upper right-hand corner of the cover sheet.

For arevised parcel, place the word “Revised” and the old report number in parentheses following the parcel
number. All parcels appraised together as a larger parcel will be listed in parentheses under the lowest
parcel number of the group, regardless of nhumber sequence.

Title Page

The Title Page will be organized substantially as shown on Exhibit 7-EX-21 if the cumulative review process
isused or Exhibit 7-EX-21B if the review appraiser concept is used.

At least two copies of the Title Page will be submitted to HQ R/W so one can be returned to the
Region/District as a receipt. The original and all copies of the Title Page will be bound into the report,
inside the front cover. This procedure provides the Region/District with a positive verification of HQ R/W
having received their copy of the appraisal and any revisions.
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Each person signing this page certifies the appraisal has had appropriate review for accuracy and the report
isapproved or recommended for approval. Signatures shall be in accordance with current delegations.

The person verifying the calculations certifies that all mathematical calculations have been checked, verifies
the accuracy of the maps in comparison with parcel appraisals, and certifies that no typographical errors or
content inconsistencies exist in the report.

The “Remarks’ section may recommend referral of the report to a particular HQ R/W Reviewer who may
have particular knowledge of the project or the appraisals involved. Special urgency may be indicated and
electronic approval may be requested in this section. Special comments will be shown in this section.

Parcel Summary Page (if used)

Thiswill be prepared in accordance with RW 7-4.

Certificate of Sufficiency and Hazardous Substances Disclosure Document

Use of Exhibit 6-EX-9 is mandatory. The Maps do not become final until they are attached to the Certificate
of Sufficiency and Hazardous Substances Disclosure Document. For further information, see the instructions
for 6-EX-9.

Senior Field Review Certificate

Thiswill be organized substantially as shown on 7-EX-24. The Senior Agent supervising preparation of the
appraisal will sign the Certificate which summarizes his field review and decisions regarding all parcels in
the report. 7-EX-24A will be used when no field review is performed. 7-EX-24D will be used by the
Review Appraiser.

Certificate of Appraiser

This is executed by the Appraiser and by any other Agent who participated in preparing the appraisal. A
new Certificate is required whenever a parcel appraisal is revised resulting in a change in value. See
RW 7-6.

Excess Land Review Certificates

The Excess Land Review Certificate is an internal document. This will not be included in the appraisal
report, but transmitted separately for review with reports proposing purchase of excess. A new Certificate
will be submitted with any change in excess parcels. See RW 7-7.

The Certificate will be executed by the Region/District Excess Land Manager. The purpose of the excess
land review isto minimize or eliminate fragmentary excess land parcels.

. Introduction

The Introduction shall contain information of a general nature applying to the Appraisal Report as a whole.
It may also contain parcel description or valuation information pertaining to several parcels, if more than one
parcel isincluded in a supplement (e.g., more than one parcel in a single ownership or Waiver Valuation).

Data which apply only to individual parcels should be shown on the pages for those parcels and not in the
Introduction.
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Outdoor Advertising Structures Page

All outdoor advertising structures owned by other than grantor or occupants of the subject property will be
listed on the Summary of Outdoor Advertising Structures prepared in accordance with the format and
instructions shown on RW 7-8.

The cost of outdoor advertising structures appraised will be carried forward to the Parcel Summary Page.

List of Access Openings

A list will be included in each report containing appraisals with proposed private openings in the
access-restriction line. The list will show the openings by parcel number, station location, width, and type
(permanent, temporary, or locked gate). The list and pertinent maps will be reviewed and confirmed with
Region/District Project Development immediately prior to submission of the report for approval.

. Photographs

Each Parcel Appraisal and each Comparable shall include photographs. They are to show al major
improvements. Approximate location and direction of the view and the right of way line should be indicated
where possible. Each photograph will be clearly identified with the parcel number, date, and photographer’s
initials or other suitable identification.

Parcel Appraisal Pages

Separate pages will be included covering all parcels (and subparcels when necessary) included in the
report. See RW 7-9. An Appraisal Page may be used to recapitulate the values for all subparcels in the
parcel appraisal and for all parcels appraised together as a larger parcel.

. Parcel Remarks

The Parcel Remarks shall contain information of a specific nature, applying to the individual parcel
only. Included in this narrative section are site descriptions, improvement descriptions, damages
discussions, and calculations.

To aid the acquisition agent with the preparation of either the Appraisal Summary Statement or the Vauation
Summary Statement, in compliance with Section 7267.2 of the Government Code, the appraiser shall
provide a paragraph entitled, “Summary of the Basis for Just Compensation.” The paragraph shal be
reproduced, verbatim, and inserted by the acquisition agent into either the Appraisal Summary Statement or
the Valuation Summary Statement. This paragraph shall provide a concise summary of the reconciliation of
value, (i.e., method most heavily relied upon, and reason); the reason for damages, or the lack thereof; the
reason that damages can or cannot be cured; and a discussion of benefits, or a lack thereof. Numerical
calculations should not be included in the narrative discussion.

Thisinformation can be included in the Introduction section when the appraisal report, or waiver of appraisal
report, contains only one parcel.

. Sdles Data Page

This will be prepared on the form and according to the instructions shown on RW 7-10. Each change of
vesting of the subject during the last five years will be explained on a Sales Data Page. The most recent sale
that occurred during this period shall be verified by the appraiser with both the grantor and the grantee if at
all possible. If not verified with both parties, efforts to do so must be described.
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A complete verification shall be made, not only as to price paid and terms of the sale and what the sale
included, but why the seller sold the property, why the buyer purchased the property, was the buyer aware of
the State's proposed construction and acquisition, if the buyer had knowledge of the proposed construction
and the effect it had on the purchase price, and how the purchase price was determined.

Any difference in appraised value and sales price must be explained.

Thispageis not required for sales of portions of the subject ownership outside the right of way.

Summary of Comparable Data

All comparable data used in a report should be separately summarized in tabular form similar to
Exhibit 7-EX-2.

A specific comparable or group of comparables may be related to one or more specific subject properties.

Comparable Data Pages

All comparable data will be carefully investigated with as many parties involved as warranted. Comparable
sales should be confirmed with the buyer or seller; both parties, if necessary. In the rare instance when the
sale cannot be confirmed with one of the principals to the transaction, the appraiser will provide the full
explanation on the Comparable Data Page. In these cases, confirmation with secondary sources such as
brokers, closing agents, and lenders with direct knowledge of the transaction should be
included. Information solely obtained from the Assessor, Recorder, or private data services such as Costar,
FARES, and Multiple Listing Service is not adequate for verification and confirmation
purposes. Comparable improvements are to be inspected, including interiors, and square feet obtained. If
not possible, the Comparable Data Page will so state.

Recent listings of the subject parcel should be investigated, considered, and explained in the appraisal. If the
listing is considered to be a reliable indicator of value, it may be included in the comparable data. In this
case, it will also be referenced as a subject parcel.

All comparable datawill be described on Comparable Data Pages in accordance with RW 7-11.
Other State appraisals or settlements will not be used for comparable data purposes.

An appraiser using the data verified previously by another State appraiser must investigate and analyze the
data as appropriate, to enable reliance on the information for valuation purposes. This does not require
reverifying the data with the principals unless the circumstances warrant. It does require viewing the data in
the field and reviewing all pertinent information necessary to become familiar with the datain all the aspects
necessary for reliable comparison purposes. It is imperative that each appraiser analyze any zones of land
value or contributory value of improvements indicated on the Comparable Data Page. Independent
judgment will be documented by appropriate comments on the sales sheet to the effect that the figures have
been reviewed and found reasonable or changes made to reflect the second appraiser’s judgment. Each
appraiser is free to change items on sales sheets previously used if he or she disagrees with the judgment of
the original appraiser.

The Comparable Data Page will show the date and name of the agent who originaly verified the data. If the
comparable data is used by other appraisers in subsequent appraisals, the date and name of the using
appraiser will be shown immediately below that of the verifying appraiser.

Not all comparable data discovered need be included in the report. Include only that data considered most

reliable and indicative of market value and which has been referenced in support of the parcel
appraisal. Additional data should be retained in the Region/District’ s files.
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The Comparable Data Page shall be numbered, indexed, and filed for easy and rapid retrieval.
Theinclusion of an Assessor’s Plat of the comparableis strongly encouraged for clarity and understanding.

See Section 7.05.02.00 for further information on comparable data.

Q. Appraisd Maps

The report will contain all the maps necessary for proper analysis, identification, and documentation. Each
report will contain, a a minimum, an Index Map, Appraisal Maps, and a Comparable Data Map. When
practical, these maps may be consolidated.

The report will include any additional maps required for proper understanding and documentation of specific
parcel valuations, such as contour maps, topographic maps, or design plans. Significant topography should
be included for partial acquisitions. Where a total ownership is very large, it can be shown on a reduced
sketch, plat, or map.

Exhibit maps showing pertinent design detail are required for parcels with damages, benefits, and/or
construction contract work of other than routine curative nature, utility relocations, or road
approaches. Such exhibit maps may be on a reduced scale and need show only the affected parcels. The
maps should show the main lanes, frontage roads, and the nearest interchanges, drainage structures,
construction contract work locations, and information regarding cuts and fills (if significant) for the affected
parcels. At the Region/District’s discretion, this information may be on separate maps, or plotted on the
Appraisal Maps. If alarge number of parcel appraisals are involved, the possibility of consolidating the
Appraisal Map and the topographic design map should be investigated.

The Appraisal Branch is responsible for the completeness of the maps, and for requesting delineation of
pertinent data and topography not previously included.

It is also the Appraisal Branch’'s responsibility to ensure that maps, including coloring, are correct. If
corrections are required, the maps will be returned to R/W Engineering for correction.

R. Comparable Data Map

This map will be produced from information supplied by the appraiser. The map must show the proper
locations of the comparable data, the subject properties, and other pertinent information necessary for the
understanding of the comparable data. Inclusion of the date of sale and unit land value is encouraged but not
required.

The map will be prepared by Right of Way Engineering or the appraiser. 1t will be of sufficient size or scale
to show the following:

1. Size, shape, and location of subject property(ies) and comparable data as related to each other.
2. Zone(s) of the various properties (when pertinent).

3. Comparable sales colored orange, comparable listings colored green, and subject property(ies) colored
red.

4, Utility service mains (when pertinent).

Additional information may be included when necessary or when considered by the appraiser to contribute to the
understanding of the comparable data. A North arrow will be included on all maps.
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7.02.04.00 Par cel Numbering

The parcel numbering shown on the Appraisal Maps and certified for right of way acquisition will be utilized in
the report. If parcels merge prior to final Appraisal Maps being received by the Appraisal Branch, the parcel
numbering will be revised. If a merger occurs after final Appraisal Maps are received, at the Region/District’s
option, the assigned parcel numbering will continue and the merged parcels will be appraised together as alarger
parcel. Merged parcels will be colored one color; both separate and combined areas will be shown, and the
correct vesting will be shown on the maps. The lowest parcel number will be used for reference and the other
number(s) will be shown in parentheses. If the Region/District prefers, it can revise the maps and humbering and
combine the parcelsinto one.

Occasionally, an ownership lies outside the right of way but has appurtenant rights affected by the project
requirements (access rights, easements, etc.). The effect of the project requirements may not become known until
the appraisal stage.  Such rights may be cleared by quitclam deed in the encumbered parcel
transaction. Frequently, however, the right of way acquisition of the appurtenant rights may materially affect the
dominant remainder. If a separate appraisal of the affected ownership is required, the Appraisal Branch will
request a parcel number be assigned and the ownership delineated. Separate appraisals may be required when
(1) improvements are affected, (2) damages occur to the remainder, (3) construction contract work is required, or
(4) a separate escrow is necessary.

Subparcel numbers will be used to designate separate requirements. Occasionally, subsidiary interests, such as
mining claims or oil rights, will require separate appraisals. These will be separately identified by subparcel
letters by the Appraisal Branch and need not be delineated on Appraisal Maps unless required for clarity.

Parcel numbering for right of way purposes may not necessarily coincide with condemnation parcels nor with
title company parcels.

It is the Region/District Appraisal Branch's responsibility to ensure that vestings, parcel numbering, and
appurtenant rights are correct.

7.02.05.00 Number of Parcels Per Report

Generally, only one parcel will be contained in each report as the report will be provided to the Grantor in
compliance with Section 102 of Streets and Highways Code. However, multiple parcels within a single
ownership may be contained in a report. Waiver Valuations may also contain more than one parcel in a
supplement.

7.02.06.00 Par cels Straddling an Expenditure Authorization

If requirements from a single ownership straddle an expenditure authorization, it will be acceptable to charge the
total property cost to a single project expenditure authorization. Minor overlaps warrant investigation of possible
project limit adjustments.

7.02.07.00 Par cel Groups- Mutual Owners

A project may contain multiple parcels with the same ownership, but the parcels not comprising an integrated
operation. In these cases, the remarks for each parcel should contain clear references to other parcels required
from the same owner. All requirements from a single owner on a project should be included in the same report, if
possible.
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7.02.08.00 Par cel Groups - Integrated Operation

A. Generd

Parcels that compose an integrated operation will be included in one appraisal with sufficient discussion to
illustrate the relationship of the parcels. If the inclusion of all of the parcels in one appraisal isimpractical,
the Region/District may approve the variance.

B. Procedure

When appraising parcels which are part of an integrated operation, the following instructions apply:

1.

All parcels in the group will be included together in the report regardiess of numbering sequence. If
revision of an unclosed transaction is necessary, either revised appraisal pages may be used or the entire
group included in arevised appraisal.

A Recapitulation Appraisal Page (RW 7-9) will summarize the values for the total group. The page will
reference in the upper margin all parcels included in the group. It will use the lowest parcel number as
file reference.

Following the Recapitulation Page will be the pro rata segregations of value for each parcel and
subparcel, including excess portions. Subparcels will follow each parcel. Below the words
“Parcel No.” on Appraisal Page, insert the words “ See also Parcel " and the lowest parcel
number in the group.

Following the Appraisal Pages will be the basic appraisal datafor the group.
On the Appraisal Report front cover and Parcel Summary Page, list the parcels appraised together as a
larger parcel in parentheses showing the lowest parcel number regardless of number sequence. On the

Parcel Summary Page, the total value of each parcel in the group will be shown.

On the Appraisal Maps, the group will be colored as a whole with the same color. A plot plan of the
group will also be shown if the total group cannot be seen on one map.

7.02.09.00 Dual Report Process

The second report prepared by either a second staff appraiser or by a contract appraiser under the supervision of
another Senior, or both reports may be done by contract appraisers. Contract appraisals shall comply with all
pertinent appraisal instructions. This includes the front cover through the Appraisal Page (RW 7-9) which will
be prepared by the reviewing Senior from information in the report. The two reviewing Seniors shall act as a
liaison between the appraisers to ascertain that both are following the same legal premises and have benefit of all
the sales and other supporting data. (See 7.01.07.00 and 7.01.16.00, C.)

Senior Review Certificates will be prepared for each appraisal.

The excess property inventory valuation and replacement housing estimates will be prepared by Staff (following
HQ R/W approval) and not by independent appraisers.
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Dual reports are to be sent to HQ R/W separately bound but ready for review together. The report to be used for
acquisition will be HQ R/W approved. The other report will be reviewed for documentation. The judicious use
of joint factual data is encouraged; however, independent analyses, judgments, valuations, and conclusions are
required. The Joint Factual Data Book may include any data of a factual nature mutually accepted as such by the
appraisers, and other data such as acquisition authorization documents, list of access openings, photos, maps, and
cost-new estimates.

7.02.09.01 Corrections and Revisions

Where two reports were prepared and revision or correction of the approved appraisal becomes necessary, the
following guidelines are to be observed:

A. Ingenera, only the approved appraisal need be revised; except,

B. Inthese situations where there is a major change which substantially affects the fair market value estimate, it
is necessary to revise both reports.

7.02.09.02 Review Process

Region/District cumulative reviewers above the Senior level are responsible for resolving significant differences
between reports due to factual matters only. Determining the reasons for major divergences isimportant. 1t may
be necessary to inquire into the support for significant judgmental differences. However, any attempt to ssimply
narrow the spread of values resulting from differences is inappropriate and contrary to the purpose for securing
dual reports. HQ R/W will consider these differencesin its review process.

The Region/District Appraisal Supervisor’s signature recommending approval of both reportsis not considered a
recommendation of two separate fair market values. It is just indicating that both reports are based on sound
appraisal theory and contain appropriate documentation and analysis to support the appraisers conclusions.
HQ R/W isresponsible for reviewing both reports and approving the report which best supports its conclusions.

7.02.10.00 Replacement Housing Valuation Reports

The Appraisal Branch may prepare these reports for use by the Relocation Assistance function. Instructions for
preparing them are contained in Relocation Assistance, Chapter 10.

One individual cannot prepare both the Acquisition Appraisal and the Replacement Housing Valuation on the
same dwelling unit. One Senior Right of Way Agent may review and recommend for approval both reports on
the same dwelling unit as long as that Senior does not also have responsibility for the Region/District's
Relocation function.

7.02.11.00 Calculations

All monetary appraisal calculations shall normally be carried accurately to the nearest cent without rounding of
figures or adjustment of unit values to yield rounded figures. The total appraised value is to be rounded as
follows:

A. From $500 to $2,500, to the nearest $50.

B. From $2,501 to $100,000, to the nearest $100.

C. Parcels exceeding $100,000, to the nearest $1,000.
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When several approaches to value are used, the final value found after reconciliation will normally be a rounded
figure. Minor rounding adjustments are permitted on condemnation appraisals for clarity of testimony
presentation.

Generally, land areas should be shown to at least two decimal places where acres or front feet are used, and to the
closest square foot where areas are so expressed.

Building areas should be calculated to the closest square foot.
All calculations shall be carefully checked prior to first level recommendation for approval.

7.02.12.00 Noncomplex Valuations of $10,000 or L ess

Noncomplex parcel valuations of $10,000 or less may be appraised utilizing either the memorandum appraisal
format (Exhibit 7-EX-25), or a very succinct narrative appraisal using RW 7-9. The $10,000 amount includes
severance damages, but excludes minor construction contract work such as: replacement of existing facilities
such as road approaches, fencing, irrigation pipelines, etc.

The determination as to which parcel valuations are noncomplex rests with the Region/District. Among the
criteriato be considered in making the determination are:

A. Thereisno serious question as to highest and best use.

B. Adequate market datais available.

C. Substantial damages and benefits are not involved.

D. Thereisno substantial decrease in market value due to the presence of hazardous material/waste.

Exhibit 7-EX-25 shows the minimum content requirements for the narrative portion of the appraisal. The amount
of analysis and degree of documentation should be in proportion to the appraisal problem and valuation
involved. However, substance and brevity should be the norm. If RW 7-9 is used, then the narrative should be
the same succinct format as the Memorandum Appraisal. A narrative paragraph, as described in
Section 7.02.03.00, M., shall be included in the report.

All appraisals must include at least the following:

Senior Field Review Certificate
Certificate of Appraiser

Photograph(s) of subject

Index map

Appraisal map

Comparable Data Pages with photographs
Comparable Data map
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Where applicable, the appraisal must also include: Summary of Outdoor Advertising Structures, List of Access
Openings, and Sales Data Page.

The amount of analysis and degree of documentation should be in proportion to the appraisal problem and
valuation involved.

Appraisals of parcels of nominal or low value will ordinarily require only a brief valuation analysis. Market data
used to establish the nominal valuation can be described in the memorandum without including Comparable Data
Pages and Comparable Data Map. However, all of the other items discussed above must be included.

7.02.13.00 Waiver Valuation In Lieu of an Appraisal

An appraisal is not required if the Region/District determines one is unnecessary because the valuation problem
is uncomplicated and the fair market value is estimated at $10,000 or less based on a review of available
data. The $10,000 amount should include severance damages, if any, but exclude any insignificant construction
contract work. Authority to make this determination rests with the DDC-R/W, who may delegate it.

The “Waiver Valuation” is hot an appraisal and isto be used merely for documentation for support of the amount
of just compensation to be paid to the property owner.

The determination as to which parcel is uncomplicated rests with the Region/District. Among the criteria to be
considered in making the determination are:

A. Thereisno serious question as to highest and best use.
B. Adequate market datais available.
C. Substantial damages and benefits are not involved.

D. Thereis no substantial decrease in market value due to the presence of hazardous material/waste. Code of
Federal Regulations [49 CFRs 24.102(c)2] provides that an appraisal is not required for parcels estimated at
$10,000 or less.

The Waiver Vauation may be based on a review of available relevant data, such as comparable-sales data or
listing data, including sales aready in the Region/District files; comparable data and multiple-listing service data;
opinions of Assessor’s Office appraisers or real estate brokers, and other cost sources. Comparable Data Pages
and sales |ocation maps are not necessary.

The documentation to support the Waiver Vauation and required content will depend on whether the value is
$2,500 or less, or $2,501 to $10,000, and if it is contained in Sections 7.02.13.01 and 7.02.13.02.

Requirements regarding environmental clearance, project identification, certification date, confidentiality
statement, and certification of need for the right of way and access control by Project Development still apply. A
narrative paragraph, as described in Section 7.02.03.00, M., shall be included in the report.

Property owners of these parcels shall be sent some form of “Notice of Decision to Inspect” letter (7-EX-17A)

with the appropriate Title VI information and booklet “Your Property, Your Transportation Project.” Also,
parcel diaries should be initiated and included in the estimate and the file.
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A Waiver Vauation must be approved in accordance with present approval delegations. They may be prepared
and recommended for approval by an Agent of less than Associate grade. It is strongly recommended that Agent
preparing the Waiver Valuation have a good understanding of appraisal valuation concepts.

Members or candidates of professional appraisal organizations who are assigned to act in the dual capacity of
Appraiser and Acquisition Agent should check their organization’s Code of Ethics for specific prohibitions and
disclosure requirements.

7.02.13.01 Waiver Valuation ($2,500 or L ess) - Contents and Requirements

In addition to the documentation mentioned in Section 7.02.13.00, a Waiver Vauation valued at $2,500 or less
can be documented with a diary entry. The diary entry should state the basis of the value conclusion, i.e., land
value, improvement value, and severance/cost to cure damages. In addition, a photograph(s) of the subject must
be included.

7.02.13.02 Waiver Valuation ($2,501 to $10,000) - Contents and Requir ements

In addition to the documentation mentioned in Section 7.02.13.00, a Waiver Valuation with a value estimate of
$2,501 to $10,000 must include the following:

e Waiver Vauation Title Page, Exhibit 7-EX-21A

e  Senior Review Certificate Form - Waiver Valuation, Exhibit 7-EX-24B
o Certificate of Waiver Valuation, RW 7-6A

o Waiver Valuation, RW 7-15

e  Photograph(s) of subject

e Index map

Appraisal map

The Certification of Waiver Vauation may have to be modified as to the statements concerning comparable
sales. It should also contain a statement as follows:

“That | understand | may be assigned as the Acquisition Agent for one or more parcels contained in this
report, but this has not affected my professional judgment nor influenced my opinion of value.”
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7.02.14.00 Nominal Values ($2,500 or L ess)

Regardless of the type of valuation report prepared, i.e., narrative appraisal report, memorandum appraisal report,
or Waiver Vauation, if the amount of all property rights or interests is $2,500 or less, value of the required
property shall be shown as “Nomina” in the total valuation amount column. However, calculations shall be
shown in the valuation report to illustrate the basis for the $0 to $2,500 conclusion. For example, the report will
show 0.025 acres at $5,000/ac = $125.

The word “Nominal” is carried forward to the Parcel Summary Page, if used; Senior Field Review Certificate, if
required; and the Certificate of Appraiser.

As an option to showing the word “Nominal” as discussed above, the Region/District may show the following in
avaluation report that is $2,500 or less:

A. If the valuation amount is between $0 and $500, show $500 (nominal) in the amount column.

B. If the valuation amount is between $501 and $2,500, show the actual amount rounded to the nearest $50 with
the word (nominal) after the amount.

Under this option, the valuation amounts shall be carried forward to the Parcel Summary Page, if used; Senior
Field Review Certificate; and the Certificate of Appraiser.

The Senior Field Review Certificate and Appraisal Review Report shall be prepared substantially as shown on
7-EX-24. Minor modifications may be made to suit the approval requirements.

When the reviewing Senior questions an origina estimate of value, parcels affected will be marked with an

asterisk on the tabulation. The body of the Certificate will contain a brief résumé of the problem and final
decisions on each parcel. (Statements of specific amounts of monetary adjustments are not desired.)
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7.03.00.00 - APPRAISAL PREPARATION

7.03.01.00 The Appraisal Page-Purpose

This page presents a summation of parcel data, value elements, and total appraised valuation.

7.03.02.00 Appraisal Page For mat

The Appraisal Page (Form RW 7-9) will be completed in accordance with the directions following the
form. Each of the described headings will be completed as appropriate.

Under the heading “Land,” show the valuation of the land or other property rights to be acquired. Each class of
land required will be shown by type, area, unit value, and total value. Mining claims or other land rights
separately valued will be separately described. If access rights are the only rights required, the remark “Access
Rights Only” and a nominal value will be shown. Lossin parcel value will be reflected under “Damages.” If
excess property isto be acquired, including parcels with excess proposed for exchange or as replacement sites, a
segregation between Right of Way and Excess will be shown. If subparcels are included, clearly indicate the
separate values, including those of excess.

All improvements proposed to be acquired, including those valued with land, will be listed under the
“Improvement” heading. If improvements are on excess to be acquired, there will be a segregation of value
between right of way and excess.

Improvements proposed for relocation in lieu of purchase and fixtures, machinery, equipment, and other “items
pertaining to the realty” proposed for purchase will be shown under separate subheadings. |mprovements may be
listed either on the Appraisal Page, a Summary of |mprovements Page, or the Cost Approach Page.

7.03.03.00 Alternate Appraisals

Alternate appraisals are secondary acquisition approaches and will be shown on Supplemental Appraisal
Pages. When alternate appraisals are included, the words “Primary” or “Alternate” will be shown in the heading
of the Appraisal Pages. See the following sections on appraisals of Uneconomic Remnants and Excess
Acquisitions regarding which approach should be the primary and which approach should be the alternate. The
amount carried forward to the Parcel Summary Page, if used, will be the appraisal, either alternate or primary,
that represents the higher cost to the State. Both the Primary and Alternate valuations will be provided to the
Grantor in compliance with Section 102 of the Streets and Highways Code, as they are both part of the approved
appraisal.

7.03.04.00 Appraisals of Excess Property for Acquisition

The appraisal of excess property will be done according to one of the following subsections:

7.03.04.01 Uneconomic Remnants

Uneconomic remnant is defined in 49 CFR 24.2 as “a parcel of rea property in which the owner is left with an
interest after a partial acquisition of the owner’s property, and which the acquiring agency has determined has
little or no value or utility to the owner.”
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Statutes on the subject of “uneconomic remnants’ are as follows:
A. State Government Code Section 7267.7(a) states:

“If the acquisition of only a portion of a property would leave the remaining portion in such a shape
or condition as to constitute an uneconomic remnant, the public entity shall offer to, and may
acquire, the entire property if the owner so desires.”

B. 49 CFR 24.102(K) states:

“If the acquisition of only a portion of a property would leave the owner with an uneconomic
remnant, the Agency shall offer to acquire the uneconomic remnant along with the portion of the
property needed for the project.”

Staff appraisals will normally propose only acquisition of the right of way required plus net damages to the
remaining property, if any. A small uneconomic remnant should be reviewed for possibility of including it in the
right of way. However, with full substantiation, the appraisal may propose purchase of uneconomic remnants
and/or improvements in the following instances:

A. When net severance damages, construction contract work, and utility relocations are substantial in
relation to the value of the remainder in the before condition.

B. When the remainder is landlocked or so reduced in size or irregularly shaped as to be legally or
economically incapable of independent development in the after condition.

Whenever the purchase of an uneconomic remnant is proposed, purchase of the uneconomic remnant is required
as the primary appraisal and will be approved for acquisition in accordance with current appraisal approval
delegations. Justification for the acquisition of the uneconomic remnant from an economic standpoint in the
market must be included in the report. The partia acquisition appraisal including estimated net severance
damages must be included as the alternate appraisal. On Federally funded projects, the Department’s policy isto
seek Federal reimbursement for the value of the partial acquisition, plus the amount of net damages accruing to
the remainder.

NOTE: Whenever feasible, a valuation of the minor remnant left in the after condition should be included in the
acquisition appraisal if: (1) the uneconomic remnant “is landlocked or so reduced in size or irregularly shaped as
to be legally or economically incapable of independent development;” and (2) the uneconomic remnant is likely
to have a value of $5,000 or less as an independent parcel or as plottage to an adjoining property. The vauation
should be prepared in the excess land appraisal format and processed for nomina value parcels (see
Section 7.14.04.01). The valuation amount isthe VTA. See Section 7.03.07.00.

If an exchange appears likely, the acquisition may be accelerated by completing the excess land appraisal
concurrently with the acquisition appraisal, regardless of dollar amount.

7.03.04.02 Excess Acquisitions

Code of Civil Procedure, California Eminent Domain Law, Section 1240.150 states:

“Whenever a part of a larger parcel of property isto be acquired by a public entity for public use and the
remainder, or a portion of the remainder, will be left in such size, shape or condition as to be of little
value to its owner or give riseto claim for severance or other damages, the public entity may acquire the
remainder, or portion of the remainder, by any means (including eminent domain) expressly consented to
by the owner.”
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Law Revision Commission Comment: “...the language of the above section is broadly drawn to authorize
acquisition whenever the remainder would have little value to its owner (rather than little market value or value to
another owner).”

The language of the law is permissive, not obligational; therefore the State may offer to purchase an uneconomic
remnant to the owner, but the excess can only be acquired with the owner’s consent. The partial acquisition
appraisal including damages sets the limit for Federal participation. The residual value of the excess after
damagesis not eligible for Federal participation.

The Appraisal Branch is responsible for identifying and appraising “uneconomic remnants to the owner,”
i.e, “excess acquisitions,” at the time of the appraisal. The determination must be made on a case-by-case
basis. The Region/District should consult with the Division Appraisal Branch when questions arise. The
appraiser must include the reasons that the remainder is considered to be an “uneconomic remnant to the owner.”

A partia acquisition appraisal is required as the primary appraisal, which will be reviewed and approved for
acquisition. The aternate will be approved for valuation purposes only. The specific justification and
authorization for the acquisition of the excess in the aternate will be the responsibility of the DDC-R/W,
considering among other things, the availability of State funds. The aternate may be made at the time of the
initial appraisal or subsequently at the request of the Acquisition Branch.

Additionally, property owners may request the purchase of a remainder merely for their convenience under
circumstances which do not fit within the reasons as described above. Again, the partial acquisition appraisal
including damages sets the limit for Federal participation. The residual value of the excess after damages is not
eligible for Federal participation. An aternate appraisal proposing the purchase of excess will be prepared when
authorized in writing by the DDC-R/W. A copy of this memorandum will be included in the report with
appropriate reference.

A partial acquisition appraisal is required as the primary appraisal, which will be reviewed and approved for
acquisition. The alternate will be approved for valuation purposes only, in accordance with current
delegations. The specific justification and authorization for the acquisition of the excess in the alternate will be
the responsibility of the DDC-R/W, considering among other things, the availability of State funds. The aternate
excess acquisition appraisal may be made at the time of the initial appraisal or subsequently at the request of the
Acquisition Branch.

7.03.04.03 To Avoid L arge Windfall Relocation Paymentsto Single Family Owner -Occupants

In some situations involving improved single family residential sites, a partial acquisition may result in a large
windfall purchase price differential payment to the owner-occupant. This may occur when the taking includes the
residence, and the remaining site has substantial value. The Appraiser must discuss these cases with the
Relocation and Acquisition Branches to determine if a windfall situation exists, and thus a need to offer to
acquire the remainder as excess (a total take) to avoid the windfall. If yes, a total take appraisa (including
excess) will be made as the primary approach and a part take appraisa will be made as the aternate
approach. A statement must be included that both appraisals are being made to avoid creating a windfall
situation.

The total take must first be offered to the owner-occupant. If the owner elects to retain the remainder, the
relocation payment can be calculated on the basis of afull take, thus avoiding the windfall payment.

In these situations, both the primary and alternate appraisals will be reviewed for approval in accordance with
current appraisal approval delegations. While the purchase of the excess under this circumstance is not eligible
for Federal participation, reimbursement can be sought for the value of the requirement plus the appraised
amount of the damages (as set by the partial acquisition appraisal) on Federally funded projects.
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7.03.05.00 Legal Larger Parcel and Subparcels

Generally, each parcel, together with all subparcels, will be included on one Appraisal Page. It may be necessary
to have separate Appraisal Pages for subparcels. In these cases, the total value for the parcel will be compiled on
a Summary Appraisal Page.

There will be cases when more than one ownership will be included in alegal larger parcel. It may be necessary
to appraise the separate ownerships as one legal larger parcel for proper damage and special benefit
valuation. A separate Appraisal Page will be included to summarize the combined analysis of these separate
ownerships.

7.03.06.00 Allocation Between Excess and Right of Way

Land value will be segregated by area, unit value, and total value of each class of land in the right of way and
excess area. Additional requirements on excess land (drainage easements, etc.) are to be valued and attributed to
theright of way. The excessis valued after encumbrances of any additional requirements.

Improvement values, including Relocations in Lieu of Purchase and Improvements Pertaining to the Realty, will
be distributed to Right of Way or Excess charges depending on their location and subject to the following
instructions:

A. Building improvements straddling the right of way line will be charged to Right of Way. Building
improvements, including garages and auxiliary buildings, located entirely on excess will be charged to
Excess.

B. Landscaping, miscellaneous yard improvements, minor sheds, patios, fencing, and improvements
pertaining to the realty located on excess are to be charged to Right of Way if the property’s major
improvements are charged to Right of Way.

C. Damagesto remainders not acquired as excess will be charged to Right of Way.

Separate totals will be shown for right of way and excess areas.

7.03.07.00 Excess Parcel Inventory Value (VTA)

Every proposed excess parcel will be appraised at inventory value (Vaue at Time of Acquisition, or VTA) for
accounting purposes.

A. Inventory Vaue is the value of the excess, as a partid acquisition under condemnation rules,
immediately after acquisition and considered as a separate parcel. The inventory value may not exceed
the pro rata cost of the parcel except when this cost islessthan $1. The minimum inventory value is $1.

B. The inventory value of each proposed excess parcel will be shown on an Excess Property Inventory
Vauation Page (Form RW 7-13) in each parcel appraisal.

C. Inventory Vaue may be based on the appraiser's judgment without detailed supporting
documentation. Excess valued in a partial acquisition appraisal need only be summarized on
Form RW 7-13.

D. It is anticipated that FormRW 7-13 will not contain sufficient data to document a partial

acquisition. If grantor desires to retain the excess and the excess has not been appraised on a partial
acquisition alternate, the Acquisition Branch will request a revised appraisal.
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E. Inventory value will be changed only if the staff Appraisal is revised. Inventory values will not be
revised to agree with administrative settlements, independent appraisals, stipulations, or condemnation
judgments.

7.03.08.00 Rental Rates

Rental rates for all improved properties where the improvements are affected by the taking and rented
unimproved properties shall be shown on the Appraisal Page.

The actual existing rental rate and the estimated economic rental rate will be shown on tenant-occupied
properties. An estimate of the economic rental rate will be shown for al improved owner-occupied
properties. The basis for the appraiser’s estimate of economic rent on dwelling units to be acquired shall be
documented in the appraisal usually by specific reference to comparable rental data (see Exhibit 7-EX-3). State
ownership will not be considered in estimating the rate. All actual and estimated economic rental rate data that
include utilities should be specific as to type of utility(ies) involved.
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7.04.00.00 - VALUE CONCEPTSAND CONSIDERATIONS

7.04.01.00 ValueBasis

Required property rights will be appraised at current market value. The property will be appraised as though free
and clear of all liens, bond assessments, and indebtedness. The property will be appraised at its highest and best
use, considering its legal and economic utility and desirability. Highest and best use is considered to be the
reasonably probable and legal use of vacant land or an improved property, which is physically possible,
appropriately supported, financially feasible, and results in the highest value.

Any decrease or increase in the fair market value prior to the date of valuation of real property caused by the
public improvement for which such property is acquired, or by the likelihood that the property would be acquired
for such improvement, other than that due to physical deterioration within the reasonable control of the owner,
will be disregarded in determining the compensation for the property.

7.04.02.00 Total Value

The market value of required property is the total appraised value of the property rights proposed for purchase
including net damages, if any, to the remainder. This amount is carried forward to the Parcel Summary Page, if
used.

7.04.03.00 Encumbered Fee

The condition of title of each subject parcel will be examined. The effects of land restrictions and existing rights
of way and easements, recorded and unrecorded, will be considered in the land valuation. The effect of routine
tract restrictions, domestic utility easements, and easements of nominal effect may be reflected in the overall
valuation of the land. Fee areas encumbered with extensive easements and rights of way which materially affect
the use or desirability of the land are to be valued separately, reflecting the effect of the encumbrances. Great
care must be exercised in evaluating the effect of private land restrictions or easements in which the subject
parcel is a servient tenement. In these cases, a separate appraisal of the dominant tenement and the effect on the
servient tenement may be required.

7.04.04.00 Mineral, Water, Oil and Gas Rights

Mining claims, water rights, mineral reservation, and oil and gas rights will be valued as separate rightsin land, if
separately owned, or if comparable data supports other than nominal valuation. The appraisal will include the
land value of the right, the improvements appurtenant to the right, and the damage payments and construction
contract work necessitated by the proposed highway construction. The value of the fee ownership should reflect
the loss of the surface area and other rights required to exploit the resource.

Frequently, these rights may be exploited in the after condition without interfering with the use of the surface for
highway purposes. In these cases, the appraisal may show the right at a nominal land value and appropriate
payments for improvements, damages, and construction contract work.

When necessary to make separate appraisals of these interests, the Appraisal Branch will identify the separate

rights by subparcel letter designation. These rights need not be delineated on Appraisal Maps unless required for
clarity.
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7.04.05.00 | mprovement Bonds and Assessments

Property will normally be appraised free and clear of improvement bonds and assessments. This assumes that the
appraised value reflects these improvements over properties not so improved and therefore not subject to bonds
and assessments. Comparable data are to be adjusted to reflect these differences where the comparables are not
subject to the same bonded indebtedness.

Exception to this policy will be allowed only if both the following conditions are met:

A. The assessment Region/Digtrict is relatively new, and few, if any, sales have occurred which reflect the
effect of the bonded improvements on property values.

B. The appraisal indicates that the bonded improvement will be adequate for the area and will add value to
the properties, at least, commensurate with its cost.

7.04.06.00 L easehold | nterests “ Bonus Values’

The valuation of parcels will be made as if free and clear of leasehold interests. However, leasehold information
is required. The appraisa will contain the name of the lessee, lease rate, and general summary of the lease
terms. The contract, estimated economic rents and any circumstances which may indicate a “bonus vaue’
situation, including the statement that one does or may exist, will be discussed.

“Bonus Value” is defined as the value of atenant’s leasehold interest in the real estate arising from contract rent
that is less than the economic rent. The economic rent must be consistent with the highest and best use of the
property. The amount of “bonus value” is a matter between lessor and lessee. Any “bonus value” shall be
estimated only at the request of the Acquisition Branch for assistance in negotiations and not included in the
Appraisal Report.

7.04.07.00 Changein Grade Only

When a change of grade of an existing street affects a subject property but no other rights are required pursuant
to Streets and Highways Code Section 854 et seg., a property owner must file a claim within 60 days of Notice or
waives al rights to compensation. If awritten claim isfiled, the remark “Waiver Only” and a nominal value will
be shown under the “Land” heading on the Appraisal Page (Form RW 7-9). Valuation will be shown under
“Damages.”

7.04.08.00 Access Rights

The value of restriction of abutter’s rights, including access rights is measured by the loss in value of the
remaining property before and after the restriction. The requirements for abutter’ s rights and/or access rights will
be marked on the Appraisal Page (Form RW 7-9) of all partial acquisitions. If abutter’s rights and/or access
rights are the only property rights acquired, the remark “Abutter’s Rights and/or Access Rights Only” and
nomina value will follow the “Land” heading. Vauation of any loss will be shown under “Damages.” (See
Section 7.09.00.00.)

When the Department proposes to dispose of access rights, Project Development may request an appraisal of the
market value of the property right being transferred. The measure of market value for access rights is the
potential increase in value of the abutting property before and after the access is granted. See Project
Development Manual, Chapters 26 and 27, as well as Chapter 16 of the Right of Way Manual for guidance.
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7.04.09.00 Temporary Easements

Temporary requirements such as detours will be valued by the loss in utility and desirability of the encumbered
area, and other affected portions, for the period needed. This loss may be expressed as a discounted land rental
for the period of the loss of owner’'s actual use of the area. The period of loss may vary considerably. For
example: Actual use of a parking lot may be lost only during actual construction. Conversely, the loss may
occur for the full term of the agreement if a commercial property is precluded from development or profitable use
until the termination date. Describe the basis of valuation and term of loss of actual use. If the temporary
easement will encumber a damaged or benefited remainder, duplication of payment or windfall may be avoided
by deferring the damage or benefit for the area encumbered by the Temporary Easement until the easement’s
expiration date. In all cases, consideration of timing of damage or benefit must be included in the analysis. A
damage payment for restorative work after termination may also be necessary.

7.04.10.00 Permanent Easements

Permanent requirements of less than fee title, such as drainage easements, will be valued by the loss in utility and
desirability before and after the imposition of the encumbrance. This loss may be expressed as a percentage of
unencumbered fee value. The requirement may also involve improvements and possible damages and benefits to
the remaining property.

Care must be exercised that easements existing within the subject fee acquisition are properly valued and that
double payment is not proposed for easement replacement requirements.

7.04.11.00 Unit Values

Comparable data, land, and improvement values are normally expressed as unit values. The unit values are then
adjusted and applied to land and/or improvements of the subject, as appropriate, after taking differences into
account.

Occasionally, land may be valued by comparison on a site (unit) or lot basis. This method must be supported by
the comparable data. In a partial acquisition, the land will be valued at the comparable unit value of the class of
land of which it is a portion. Distribution of value between right of way requirements and excess will be shown
at the component unit land values of the classes of land of which the portions are a part.

7.04.12.00 Hazardous Waste and Hazar dous M aterial Definition

A material is hazardous if it poses a threat to human health or the environment. The term “ hazardous waste” is
applicable to the storage, deposit, contamination, etc., involving a hazardous material (HM) which has escaped or
been discarded or abandoned and which may be defined in general terms as being any of the following:

Flammable

Reactive (subject to spontaneous explosion or flammability)
Corrosive

Toxic

“Hazardous materials’ may be any of alarge group of the above products. If their use is under control and in
accordance with applicable statutes and regulations, there is generally no appraisal problem.
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7.04.12.01 Hazar dous Waste Gener al

Each Region/District has a designated Region/District HW/Materials Coordinator. Thisis the contact person for
all HW information that may pertain to the development of a project. They will be responsible for ensuring
implementation of and compliance with the Director’'s policy memorandum that outlines the Department’s
policy/procedure relative to HW. The major points affecting Right of Way are;

A. No real property acquisition or possession is to take place until HW investigation reports have been
completed and the appraisal reflects those findings.

B. The parcel Certificate of Sufficiency from Project Development to Right of Way is to have attached a
Hazardous Substances Disclosure Document (HSDD) that provides a narrative certification from the
District Hazardous Waste Coordinator that the property can be

1. considered free of significant HW; or

2. the Certificate and HSDD will include a completed and approved property investigation report
stating the nature and extent of contamination and an appropriate remedial cost estimate; or

3. if appropriate, the Certificate and HSDD will state the owner’s approved cleanup plans, schedule
and current status.

7.04.12.02 Certification

Project Development is the lead unit responsible for HW identification, investigation and cleanup on required
right of way. Project Development is the primary responsible unit for HW identification, investigation and
cleanup prior to construction.

During the early stages of project development, the Region/District Project Development and Environmental
units will identify sites or facilities that may be contaminated with HW for further investigation. Note: R/W isa
Project Development Team member, and its perspective and functional input and needs on HW parcel issues
should begin early in the project development process.

Project Development thereafter administers HW investigations and should furnish resulting parcel report copies
and estimated costs to R/W by the time the parcel Certificate of Sufficiency with attached Hazardous Substances
Disclosure Document is approved and forwarded to Right of Way.

The R/W Appraisal Branch must receive and consider in the appraisal the effect of the parcel HW investigation
report, or receive a certification from Project Development that the parcel is considered “free” of HWS, before a
resulting parcel appraisal can be approved for acquisition purposes.
Right of Way as part of the Project Development team will assist in the identification and investigation phases
whenever possible and will provide the primary source of contact with property owners and operators. As such,
Right of Way will:

A. Alert Project Development whenever anew potential HW site is discovered.

B. Obtain necessary Permits to Enter for HW investigation and cleanup from property owners and
operators, including securing court orders through the Legal Division.
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C. Provide normal right of way clearance activities to include cleanup of minor HW situations which can
be handled as part of the clearance contracts.

Early identification of potential HW is essential. The Region/District Project Development Branch is responsible
for developing and maintaining a HW tracking system data base; however, Right of Way should assist in any
possible way and ensure that Project Development is aware of any suspected HW sites.

Project Development must administer the HW investigation. It must give a copy of any reports and cleanup costs
to R/W by the time the Certificate of Sufficiency with attached Hazardous Substances Disclosure Document is
approved and provided to R/W. This must then be considered in the appraisal of the parcel or the Certificate
with attachment must state the parcel is “free” of HWSs before the appraisal can be approved for acquisition.

7.04.12.03 R/W HW/M aterials Coordinators Activities

The Region/District’s R/'W HW/Materials Coordinator activitiesinclude:

e Determine and communicate R/W’s market value inspection needs to Project Development when they are
different from the remediation requirements for project construction.

e Identify and track all parcels requiring HM inspections.

e Monitor projects and parcels requiring investigations for completion status per R/W schedule and lead time
requirements.

e Prepare and administer HM inspection contracts.
e Obtain Lega Division coordination as necessary.
e  Secureentry approvals from property owners as required for investigations.

e Obtain copies of HW inspection reports and estimated remedial costs and give those reports to the proper
R/W functions.

e Approve inspection reports on HM and projected remedial actions and costs.
e Deliver reportsin atimely manner.

e The early identification of utility relocation easements to be acquired by R/W so they too may be cleared of
potential HW problems.

7.04.12.04 Hazardous M aterials

Asbestos containing materials (ACM) and other HMs must be fully considered to ensure property with such HM
is not acquired without adequate prior investigation, valuation analysis and clearance abatement. HMs primarily
include ashestos, but can include PCBs, lead based paints, etc.

The identification, investigation and evaluation of parcels which may contain HMs must be made early to assure
meeting project delivery schedules. This early identification requires the appraiser to use common sense and
knowledge to identify possible HM containing property. Once identified, inspection will have to be made by
licensed, qualified persons. Inspections will be performed by licensed, qualified persons, usually contractors
hired by contracts awarded under the bidding process either by task order or separate contract.
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The property owner must give prior written permission before an inspection can be made.
The inspection will include a determination of:

A. The type, extent, location, and quantity of ACM (and any other suspected significant HM), within the
structure;

B. Condition of the ACM - friable, nonfriable, stable or deteriorating, etc.;
C. ldentification of and cost of appropriate remedial action(s):
1. Removal
2. Other acceptable steps (encapsulation, etc.)
3. Cost of restoration.
Every improved property will be inspected except:
A. Residential improvements of one to eight units when:
1. The market approach isthe only or clearly the primary basis for valuation;
2. Comparable data shares the general characteristics of the subject; and
3. The existing improvements represent the highest and best use of the property;
B. Improvements constructed entirely after January 1, 1980.

C. Those improvements constructed with materials which can be easily determined to not contain HMs
(example: all metal storage buildings).

7.04.12.05 HW Site | dentification

This, as well as information on testing and/or cleanup, including a cleanup cost estimate appropriate for fair
market value appraisal analysis, should be furnished by Project Development for all parcel appraisals including
replacement utility easements to be acquired by the Department. The appraiser may obtain information to assist
Project Development in identifying possible HW sites that may have been missed. This includes observing
potential problems during the inspection of the subject property. It also includes questioning the owner and
lessee about current and past possible HM and possible contamination on the site including underground storage
tanks. When previousdly undiscovered tanks do exist, the appraiser must obtain as much information as possible
regarding tank size, age, construction, location, contents, etc.

The appraiser must document observations and discussions with the property owner, lessee or other occupants

regarding possible waste problems in the Parcel Diary. This must be passed on to Project Development and the
Hazardous Waste Coordinator. (See“Notification” below.)
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As a general guide for appraisers, some present and prior land uses where HW/HM problems may exist are set
forth below.

A. Commercial and industrial sites such as service stations, muffler shops, bulk plants, paint manufacturing
companies, machine shops, plating works, dry cleaning plants, chemical and fertilizer companies which
may use or have used solvents, cleaning compounds, catalysts, cutting oils, plating solutions, dyes,
paints, or other chemicals;

B. Junk yards, auto wrecking yards, dumps, or landfills;

C. Underground or aboveground tanks for storage of liquid hydrocarbons, pesticides or other toxic
materials;

D. Existing buildings with ashestos siding, roofing, ceiling material, floor tiles, fire-proofed doors, or
insulation on water pipes, heaters, heating ducts, steel framing, etc.

E. Disposa sumps or pits which may contain agricultural chemicals or industrial wastes;
F. Utility substations or storage/maintenance facilities, and;
G. Sites where contamination may have resulted from an adjacent property owner’s operation.

7.04.12.06 Notification

When a suspected HW site has not previously been identified, R/W isto immediately notify Project Development
by memorandum with a copy to the Hazardous Waste Coordinator. This memorandum isto give full details asto
the appraiser’s observations and findings regarding the potential HW problem. The memorandum will request an
investigation to determine future actions. If the investigation finds potential HW and testing is necessary, Project
Development will hire a consultant to determine the nature and extent of the waste. If testing confirms
contamination, Project Development is to furnish the Appraisal Branch with a cleanup cost estimate.

7.04.12.07 Valuation

Regardless whether the right of way requirement is fee or easement title, the real property will be appraised
recognizing the effects of HW and HM on its market value.

A. HAZARDOUS WASTES -

The valuation of property that involves an identified HW site will include: 1) The market value of the
property as if free and clear of the HW. 2) The market value of the property considering the effects of the
HW.

The opinion of market value of a property in its contaminated condition must consider the following:

e Loca regulatory agency cleanup requirements.

e Estimated cleanup cost furnished by Project Development.

o Market datainvolving sales, offers or listings of properties with comparable cleanup problems.
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o Marketahility of parcels with known HW cleanup problems considering opinions of developers, brokers,
lenders, insurers, investors or other informed persons.

e Any other pertinent data, opinions, etc.

e  Comparable data verification will at a minimum include the following:
1. Wassiteinvestigation or testing done as a condition of sale? What were the results?
2. Did thetransaction price or terms reflect the results and/or cost of correction?

3.  Was anindemnification agreement to protect the buyer from risks associated with HW/HM a part of
the deal ?

o |f investigation indicates that the property being appraised either originated or caused contamination that
has, or may have, also contaminated adjacent property, HQ R/W is to be contacted.

e Adequate comparable data may not be available to directly conclude a fair market opinion of a property
in its contaminated condition. In such cases, the aternate appraisal may consider deducting the
estimated cleanup cost from the value of the property as if free and clear of the HW. The estimated
cleanup cost should reflect what a market value buyer would reasonably expect to pay in order to utilize
the property at its highest and best use. This does not necessarily follow the remedial methods, costs or
construction schedule associated with the Department’s project. Also, the property’s highest and best
use could change depending on the nature and extent of contamination and alternate remediation options
and costs.

e Analysismust consider the cleanup requirements, for highest and best use, of the local regulatory agency
having jurisdiction. Full cleanup may not be required or can be delayed for a certain period of
time. Thus, the cleanup estimate as furnished by Project Development may need to be adjusted or
discounted to reflect the market value situation.

Appraisals that result in a negative value (cost of HW cleanup exceeds market value of cleared property) will
be shown as “$0.”

The existence or absence of possible hazardous waste will be noted on the Appraisal Page (RW 7-9) in every
appraisal by checking “Yes’ or “No” after “Possible HW (including underground tanks).” Where possible
or confirmed HW problems do exist, a full discussion will be included in the body of the appraisal. This
discussion will describe the nature of the problem or suspected problem, regulatory agency cleanup
requirements, status of testing or cleanup plans and any other pertinent information, including the impact on
market value, if any.

HAZARDOUS MATERIALS-

The Appraisal Branch must obtain and fully evaluate the impact of ACM, or other HM, before an appraisal
report can be approved for acquisition purposes. The Appraisal Branch retains the responsibility for
requesting needed inspections on improved properties which were originally excluded from inspection. The
appraisal report will document if an inspection was not required.
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Appraisals of al improved properties to be acquired will reflect market adjustments for the presence of
ACMs or other significant HMs.

Evaluation of improved comparable sales data will, at a minimum, include verification of the following:

1. Was an inspection of the buildings for HWs and/or HMs made as a condition of sale? If “Yes,” what
were the results of the inspection?

2. Did the transaction price or terms reflect the results and/or the cost of correction or other
HW/HM considerations?

3.  Was there an indemnification agreement provided by the seller that affected the property’s sale price by
protecting the buyer from liability, risk or exposure associated with a known or possible
HW/HM condition?

Valuation will consider the impact of HM on the property. The market may react to the presence of HMsin
an improvement on the subject by adjusting the price/terms of the purchase agreement. Dollar adjustments,
if any, may be more, less, or equal to the cost of the remedial action to remove, restore, or otherwise mitigate
the problem.

The effect of HM on value will vary depending on whether the existing improvements are the highest and
best use of the land. Cost of remedial action may change the highest and best use. Further, any remodeling,
renovation, repair or modernization which requires disturbance of otherwise dormant HMs in order to
achieve or maintain highest and best use must be analyzed. Economic life of improvements may be
shortened as a result.

The fact that the Department will incur cleanup costs as part of the right of way clearance process does not
necessarily indicate that the market value of the property is affected. In appraisals where the estimated
demolition cost of an improvement is being deducted from the market value of a property as if vacant and
ready for development, the estimated demolition cost should include the removal of any HMs.

Containerized HM used in an operation that represents the highest and best use of a property, will ordinarily
not affect market value—i.e., paint stored in cans in an auto paint shop. On the other hand, containers of
HM that must be removed to utilize a property to its highest and best use may impact market value—
i.e., abandoned drums of toxic chemicals on a vacant site.

Following investigation, the existence or absence of HM will be noted in the appraisal. Where HMs occur,
the appraisal discussion will include a description of the materials, their location and condition, any
regulatory controls applicable, the effect on the property’s current or future use, present and/or future
remediation actions and costs, and the estimated impact on market val ue.

7.04.13.00 M arket Value of Nonprofit, Special Use Properties

The statutory definition of market value has been modified to add that a just and equitable method of determining
the value of nonprofit, special use property as defined, for which there is no relevant, comparable market is:

“The cost of purchasing land and the reasonable cost of making it suitable for the conduct of the same
nonprofit, special use, together with the cost of constructing similar improvements.”
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The new provisions are applicable only if the property meets all four of the following criteria:

1 The subject property is operated for a special, nonprofit use.

2. The operator must have an exempt status with the State or Federal Income Tax offices.
3. The property is not owned by a public entity.

4 Thereis no relevant, comparable market data.

“The cost of purchasing land” is considered to be the estimated cost to acquire an area of sufficient size to
conduct the special use. It is not necessary to identify any specific property. The cost should usually be
estimated on the basis of typical unit or site prices for a land area with sufficient utility to conduct the use. The
geographical area analyzed to arrive at the typical price should be suitable to the special nonprofit use.

“ The reasonable cost of making it suitable for the conduct of the same nonprofit, special use” should be based
on the typical or appropriate factors in the geographical area suitable to the use. There is no requirement to base
the cost on a specific site, and there is no requirement that the nonprofit entity relocate in order to be
compensated under this method.

Compensation for improvements on such property shall be based on “the value of reproducing the improvements
without taking into consideration any depreciation or obsolescence of the improvements.” The cost of
constructing or reproducing similar improvements will usualy be the replacement cost new, with no deduction
for depreciation or obsolescence.

The total of three costs is the value under this method. In each case where the value is based on the
above-described method, a second valuation must be prepared and included in the report. The latter will usually
be the market value of the subject property using a conventional cost approach. This is because Federal
participation in acquisition costs will continue to be limited in these cases to fair market as commonly measured
on the basis of replacement cost new |ess depreciation, unless the market indicates otherwise.

The difference between the two valuations will be a nonparticipating, state-only payment. Properties of this type
may not be acquired often but have potential for significant effects on capital and scheduling, and should be
discussed with the Headquarters Appraisal Branch before the owner is contacted and the appraisal begun. When
the appraisal of a nonprofit, special use property is completed under this provision, the report is to be approved
by HQ R/W.
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7.05.00.00 - METHODS OF VALUATION

7.05.01.00 Value Approaches

The appraisal of all properties will utilize the three approaches to value as appropriate. If an approach is not
used, an explanation will be given for the nonapplicability of the particular approach. Even if not required,
separate approaches may be used if helpful.

The final reconciliation of value will be made considering the relative validity and reliability of each approach
and will be the best estimate of the value of the entire property. The basis of reconciliation and relative
considerations will be explained as necessary. Averaging is not a satisfactory reconciliation
procedure. Exhibit 7-EX-4 is a suggested format. The final Estimate of Value should be further segregated for
total chargesto lessee-owned improvements, partial acquisition, joint acquisitions, etc.

Separate approaches and reconciliations for before and after conditions may be required to measure severance
damages.

7.05.02.00 Sales Comparison Approach

The Sales Comparison Approach is required in most appraisals. The only exception to this rule is in certain
governmental, public utility, or special-purpose parcels under specified circumstances. Comparable data will be
fully utilized for direct comparison of total values, land values, improvement values, for information for other
approaches, and for damage and special benefit studies.

Gross Income Multipliers are a unit for comparison of income properties and are indicated when there are
sufficient sales of similar properties. It is extremely important to use similar properties when employing this
method.

7.05.02.01 Comparable Data

The most reliable comparable data are the sales and listings of properties similar to subject parcels. Comparable
data are not to be limited to sales and listings or to use in the Sales Comparison Approach. Valuable information
may be gained for al three approaches by studies of similar properties with regard to use and development,
well-informed opinions, independent appraisals, depreciated values, after condition land use, remainder parcel
and excess parcel sales, options, income-expense experience, etc. Each factor or value element in the appraisal
which can be supported by comparable data attains greater reliability.

Significant comparable data of all types are expected to be included in the Appraisal Report in support of
appraisal conclusions.

Sections 7.02.03.00 O and P contain additional requirements for comparable data collection, confirmation, and
reporting.
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7.05.02.02 Analysis of Compar able Data

Proper analysis of comparable data in relation to the subject is basic to the Sales Comparison Approach. The
following procedures are intended to achieve the optimum quality in the discussion relating comparables to the
subject parcel:

A.

C.

Comparable-data prices may be compared in terms of whole properties. However, to facilitate comparison,
reduction of comparable prices to a common denominator or unit of comparison may be
desirable. Examples are price per square foot and price per dwelling unit. Applicable adjustments may be
made on either the whole property or unit of comparison basis.

The six basic elements of comparable adjustment are:

1. Property rights conveyed (i.e., conveyance of leasehold interest, etc.)

2. Financing terms

3. Conditions of sale (i.e., motivations of the buyer or seller)

4. Expenditures immediately after purchase (expenditures a buyer will have to make immediately upon
purchase, i.e., demolition costs, hazardous waste cleanup)

5.  Market conditions (time)
6. Physical characteristics (e.g., location, size, shape, topography, access, €tc.)

Adjustments to Comparable Data

Both California Department of Transportation (Department) and FHWA appraisal policy recognizes the
need to have an appraisal that is well supported and demonstrates a thorough analysis of the elements of
comparison necessary to arrive at a factual conclusion in the sales comparison approach. Each appraisa
must contain a sufficient description of the comparable sales including the specific elements of comparison
made thereto so that it is possible for the reader to understand the conclusions drawn by the appraiser from
the comparable sales data. Department and FHWA policy mandates that quantified adjustments shall be the
primary method of adjusting comparable data. The quantified adjustments can be expressed as a percentage
or dollar amount and represent a market derived adjustment or, absent that, the appraiser’s opinion of the
comparative weight for the element of comparison to be made.

In very limited circumstances when the appraiser cannot find market derived adjustments and/or cannot form
an opinion of the comparative weight for the element of comparison to be made, qualitative adjustments can
be used. When the appraiser must resort to qualitative adjustments, they must recognize that this form of
comparative analysis will require a more extensive discussion. Merely to state that the comparable is
superior or inferior, either overall or for a particular element of comparison, is not suitable. Each element of
comparison must be discussed in sufficient detail to allow the reader to clearly understand the appraiser’'s
reasoning for the adjustment and the comparative weight that the appraiser is attributing to that element of
comparison. To facilitate clarity and consistency, seven levels of comparison are to be used in qualitative
adjustment: similar, slightly inferior, inferior, far inferior, slightly superior, superior, and far superior. The
degree of difference may be expressed as one, two, or three pluses or minuses applied to each element in a
grid. In addition, the appraiser must state whether the comparable sale is overall superior or inferior to the
subject.
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Quantitative and qualitative adjustments are not mutually exclusive methodologies. Because one element of
comparison cannot be quantified does not mean that all adjustments to a comparable sale must be
gualitative. All factors that can be quantified should be adjusted accordingly. When quantitative and
gualitative adjustments are both used in the adjustment process, all quantitative adjustments should be made
first.

If no adjustment of any element is needed, a statement explaining the reason(s) shall be included in the
appraisal.

In developing a final value estimate by the sales comparison approach, the appraiser shall explain the
comparative weight given to each comparable sale, no matter whether quantitative or qualitative
adjustments or a combination thereof are used. A comparative adjustment chart or grid is strongly
recommended and may assist the appraiser in applying the adjustments consistently and help the reader
follow the appraiser’ s reasoning and analysis.

Sequence of Adjustments

The following sequence for making adjustments is required whenever percentage adjustments are used either
solely or in combination with dollar adjustments. The first series of adjustments are sequentially applied
with resulting subtotals for each adjustment. After applying the market condition adjustment, all other
adjustments for items such as location, physical characteristics, etc., are combined and applied to the market
conditions adjusted price to arrive at afinal adjusted sales price.

This sequence is depicted in the following example:

Unadjusted sales price $100,000

Adjustment for property rights conveyed 0% 0
Adjusted price $100,000

Financing terms -5,000 -5,000
Adjusted price $95,000

Conditions of Sale +10% +9,500
Adjusted price $104,500

Adjustment for expenditure immediately after purchase +5,000
Adjusted price $109,500

Adjustment for market conditions +10% +10,950
Adjusted price $120,450

Location +5%

Size -10%

Shape -5%

Topography -5%

Access +5%

Net Adjustment -10% -12,045
Final Adjusted Sales Price $108,405
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7.05.03.00 Assessor’'s Office Data

Under Section 408 of the Revenue and Taxation Code (AB 82-Chapter 1641), County Assessors are required to
provide information, abstracts, or access to records to Department staff appraisers “pursuant to their
authorization to examine such records.”

The code provides that Department will reimburse the Assessors for their actual costs incurred in furnishing data
pursuant to the code. These costs and the resulting charges to Department can vary from county to county.

The obtaining of data and arrangements as to fees involved should be handled directly between the
Region/District and the Assessor’s Office involved.

7.05.04.00 Cost Approach

The Cost Approach is required in the valuation of improved properties where income and market data are
nonexistent, limited, or inconclusive. In the valuation of improved properties where there is sufficient
comparable data to estimate the value of the property by the market and income approaches, the Cost Approach
isoptional. However, the Cost Approach may still be appropriate and advisable in these cases for reconciliation
with the Income and Sales Comparison Approaches. The Cost Approach is not required for the valuation of
minor improvements and improvements that have only interim, salvage, or a negative value.

An analysis and support of depreciation must accompany the Cost Approach. The basis for the “cost new”
estimates must be supported by acceptable cost sources. This applies to the valuation of buildings, structures,
machinery and equipment and all other improvements pertaining to the realty defined in Code of Civil Procedure
Section 1263.205.

Support of the cost new estimates with acceptable cost sources applies to al appraisals using the Cost Approach
prepared by either staff or independent appraisers, including separate specialty-type appraisals (e.g., machinery
and equipment). The same support for cost estimates also appliesto cost-to-cure damages.

The following are some of the cost-new sources which are acceptable:

Recent actual construction costs of similar improvements.

Cost data services (e.g., Marshall & Swift).

Architects, engineers, contractors, builders and supplier estimates.

Actual written bids from contractors, engineers, suppliers, etc.

Manufacturers' catalogs.

When estimates from architects, engineers, contractors, etc., are used as cost sources and the estimated cost new
of any improvement is substantial, a secondary cost source must be used as collateral support. |If more than one
cost source is used and the costs differ, the appraiser must furnish rationale for the final cost estimate.

When a cost-data service such as Marshall & Swift is used as a cost source, the appraiser must show the page,
section, and date of each reference, together with support for any adjustments used in estimating the cost
new. Cost references must be identified or referenced on an item-by-item basis in the Cost
Approach. Exhibit 7-EX-5 is a suggested format for displaying the Cost Approach.
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7.05.05.00 I ncome Approach

The Income Approach is appropriate and usually required for valuation of properties that are bought and sold in
the market on the basis of income.

There may be instances where there is sufficient comparable data to very clearly support the value indicated by
the Sales Comparison Approach without the need for analysis by other approaches. Thiswould most often occur
with smaller residential income properties. Use of the Income Approach in those casesis optional. However, its
use may dtill be appropriate as a check against the other approaches. In most cases involving income property,
inclusion of an Income Approach is expected.

The Income Approach is not required for minor partial acquisitions with no severance damages, which have little
or no effect on the income stream and where there is no necessity for entire property valuation.

When the Income Approach is used, documentation to support each element, including income, expenses, and
rate(s) must be included in the Appraisal Report. If possible, the same comparable sales used in the Sales
Comparison Approach should be analyzed in sufficient detail to reflect these elements. If these sales cannot be
utilized, other comparable data must be gathered and analyzed to obtain the necessary information. These data or
adetailed summary must be included in the Appraisal Report.

Where economic rent varies from existing or contract rent, the increase or decrease shall be explained and
supported by market information.

7.05.05.01 Income Schedule

A schedule of actual and fair income will be included as a supplement. The schedule will show the rental basis
including furniture or utilities supplied, and the reasons for adjustment to fair rents. It will also include
significant leasehold terms and conditions and may include a Gross Income Multiplier valuation. An example for
an income residential property is Exhibit 7-EX-7, which also provides basic relocation assistance information.

7.05.06.00 Review of Owner’s Claimed Out-of-Pocket Expenses

The Acquisition Branch must verify any payment to reimburse owners for out-of-pocket expenses claimed to be
incurred by the development of property when development is interrupted by State’'s Acquisition. (See
Chapter 8)  This will include appropriate audits, and, if necessary, review by the Regiona Legd
Office. However, the Acquisition Branch should request the Appraisal Branch to assist in the review of the
reasonableness of the expenses claimed by the owner. This review will be to determine whether or not any of
these expenses claimed have already been considered and included in the appraisal. Thisreview should eliminate
any duplication of payments.
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7.08.00.00 - IMPROVEMENTSPERTAINING TO THE REALTY

7.08.01.00 General

Trade fixtures, equipment, machinery, and other items installed for use on a property will only be appraised if
they are “improvements pertaining to the realty” as defined in Section 1263.205 CCP. These improvements
include items that “...cannot be removed without a substantial economic loss or without substantial damage to the
property on which it isinstalled, regardless of the method of installation.” The appraiser must compare the value
in place against the value if removed and sold.

This decision is a matter of economics. It must be fully documented so the decision can be supported without
guestion. This requires a comparison of the items depreciated value in place and its salvage value to establish
that it cannot be removed “without substantial economic loss.” The nature and extent of the damage must be
explained.

Whenever a separate valuation of machinery and equipment or other specialty items is required by the Appraisal
Branch, it shall be prepared by a qualified individual, either staff or independent. Separate specialty reports shall
be prepared in accordance with current and appropriate standards and will contain cost sources for each item as
shown in Section 7.05.04.00, “Cost Approach.”

Independent specialty reports shall be reviewed by a specialist in those Regiong/Districts staffed with building
cost estimators before distribution to the real estate appraisers. In those Regiong/Districts without cost
estimators, a Senior assigned to the Appraisal Branch shall review independent specialty appraisals. The
specialty reports shall be reviewed to the same degree as is now done on regular realty appraisas before being
utilized in establishing the market value of the total property required.

When a separate valuation of trade fixtures, equipment, machinery, and/or other items pertaining to the realty is
required, the value of such items shall not be arbitrarily added to the valuation of other realty. It shall be
considered to the extent of their contributory value in establishing the value of the whole property. If the
speciaty appraisal is used to establish the value of the whole, a narrative discussion of the adjustments or lack of
adjustments from the values in the specialty report will be included in the appraisal. The appraiser may consider
the specialist’s factual data, information, and opinions, but the final conclusions of value remain the appraiser’s
responsibility.

7.08.02.00 Appraisal Page For mat

Trade fixtures, equipment, machinery, and other items determined to pertain to the realty will be listed on a
separate page in the parcel appraisal with the following information:

e Itemidentification, including make, model, and serial number.

e Age (approximate age is sufficient where actual age is not known or is not appropriate due to extensive
remodeling).

Estimated new and remaining service life.

Genera condition.

Replacement cost new in place with cost sources.

Depreciated valuein place.

Salvage value in place.

Relocation expense estimate.

Cost sources of each item and basis of relocation estimate.

Photographs of major items.

Comment on which items may be easily moved or utilized in circumstances other than the existing use.
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Lessee-owned items will be separately shown. The items' value, relocation estimates, and salvage value totals
will be appropriately proportioned between lessee and |essor.

The contributory value in place of trade fixtures, equipment, machinery, and improvements pertaining to the
realty will be carried forward to the Appraisal Page (FormRW 7-9) and entered under the appropriate
subheading under “Improvements.” In partial acquisitions and alternate appraisals where grantor requests
relocation in lieu of purchase and on minor improvements, the relocation estimate amount may be used in lieu of
the contributory value in place.

7.08.03.00 Replacement Cost

Replacement cost new of equivalent machinery should be shown at catalog price plus freight, tax, cartage, and
installation costs to yield cost new in place. Freight, tax, cartage, and installation costs should consider
installation of the entire operation at one time and not as separately installed items. However, costs should be
distributed to individual items when practical. Care should be exercised that specialized plumbing, electrical and
structural work is not included in both the building appraisal and the installation charges.

7.08.04.00 Depreciated Value

Depreciated value in place is to reflect depreciation due to all causes as related to each item and to the total
operation. This should include physical deterioration, functional obsolescence, and any economic obsol escence.
A dollar or percentage breakdown of each type is not necessarily required. The appraiser should state whether
the item contains functional obsolescence and provide a reasonable explanation of the depreciation basis.

While depreciation may be attributed to the entire operation, distribution of an estimate of depreciation to each
item is desirable, when practical.

7.08.05.00 Salvage Value

Salvage value is the price the State would obtain for the equipment in place at auction with the buyer removing
the equipment in arelatively short time.

7.08.06.00 I mprovements Not Pertaining to Realty Under Section 1263.205

Appraisals of furnished or partly furnished rental homes, duplexes, motels, hotels, or apartment houses need to
include an inventory of the improvements not pertaining to the realty under Section 1263.205 CCP. It should
show the total estimated in-place market value. The State may have to purchase these items to prevent eviction
of tenants who will be unable to continue their occupancy of the premisesif such items are retained and removed
by the owner. Items which would not cause the tenants to move from the premises if not purchased by the State
are not to be included. The total value of such improvements not pertaining to the realty is not to be carried
forward to the Appraisal Page nor included in the “Market Value of Required Property.” Thisis in contrast to
improvements which do pertain to the realty which shall be carried forward and included in the market value.

Purchase of furniture from vacated homes or homes which are not the permanent residence of the occupants
would only be done when the property is purchased long enough in advance of right of way clearance that the
State can amortize the cost of the furniture from increased rentals during the time the property will be available
for rent.
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7.13.00.00 - SPECIAL APPRAISAL REPORTS

7.13.01.00 General

Some special appraisals shall be prepared in separate reports. Such Special Reports may have modified formats,
and follow modified review and approval processes as discussed below. These Special Reports include
appraisals for material and disposal sites; sites for maintenance stations, shops, and offices; joint acquisitions by
the California Department of Transportation (Department) and other public agencies; and inverse condemnation
actions.

7.13.02.00 Material Site Appraisals

If a material site is to be acquired in conjunction with a right of way acquisition, both requirements will be
appraised as awhole and separated into two reports.

The “Introduction” will include economic justification for purchase of the site as compared with the cost of
securing the material by royalty agreement. The approximate quantity of material to be taken from the site
should be noted. A comparison can then be made as to the equivalent cubic meter cost should the materia be
secured by materials agreement. The going price for similar materia in the vicinity on a metric basis should be
indicated. The estimated salvage value of the land after removal operations have been completed shall aso be
shown.

The format, content, and approval process is the same as any other regular acquisition appraisal.

The appraisal will contain the following information:

A. A statement by the Region/District Materials Engineer asto the quantity and quality of the material.

B. The name of the office originating the request (Construction, Project Development, or Maintenance).

C. Thetermini of the project or projects on which the material isto be used.

D. The budget or program in which the project or projects may be found (if there is a specially voted project by
the California Transportation Commission, so state and indicate the date of the vote).

E. The average haul distance from the site to the project or projects, or to that portion of the project or projects
on which the material is to be used.

F. A statement that the location of the material site does not violate any of the provisions of the Standard
Specifications (prohibiting excavation which would result in scars which will present an unsightly
appearance from any highway). If the provisions of the Standard Specifications cannot be complied with, a
statement must be included to the effect that the Region/District will take such action as is necessary to
correct any unsightly appearance.

G. A statement that the location of the materia siteis not in violation of any ordinance or zoning regulations.

H. Approximate date of termination of use.
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7.13.03.00 Disposal Site Appraisals

If a disposal site is to be acquired in conjunction with a right of way acquisition, both requirements will be
appraised as awhole and separated into two reports.

The introduction should include the same information as listed for materia sites under 7.13.02.00 B through H.

7.13.04.00 Office and M aintenance Station Site Appraisals

Appraisals of new sites for maintenance stations, shops, or office buildings shall be separate reports. If the siteis
to be acquired in conjunction with a right of way acquisition, both requirements will be appraised as a whole
even though separated into two reports. All other appraisals not a part of a right of way project will be in the
standard format and content with the same approval process as aregular acquisition appraisal.

7.13.10.00 Joint Acquisition Appraisals

The Department may enter into Cooperative Agreements with other public agencies for purchase of property for
other public purposes. The date and title of the Cooperative Agreement will be referenced in the report. The
highway requirements and the other agencies’ requirements will be shown separately with the appropriate values
distributed to each in accordance with the agreement.

The appraisal will assume that all agencies’ acquisition and construction occur together and no damages or
benefits caused by one shall affect the before value of the other. This does not preclude proper apportioning of
damages occurring to remaining property due to specific construction features of one. Similarly, benefits due to
the construction project of one agency may be used to offset damages caused by the other.

If the Cooperative Agreement provides for specific proportions for sharing right of way costs, these proportions
will be used in the report and shown on the Appraisal Page.

Legal opinions should be obtained before condemnation of joint acquisitions.

7.13.20.00 Protection Appraisals

Protection acquisitions require prior approval by Project Development and Construction, and approval to proceed
with a protection appraisal requires prior Region/District Manager approval. Upon receiving authority, the
Region/District shall proceed to prepare an appraisal covering this acquisition. The appraisal will be prepared
the same as aregular program appraisal, but identified as a “ Protection” appraisal.

Appraisals submitted for HQ R/W approval must contain a reference to the date of the approval authorizing the
protection acquisition. Any special funding approval must also be noted in the report.

7.13.30.00 Appraisalsfor Other Agencies

Appraisals prepared for other State or Local Agencies will be comparable in format and documentation to that of
a staff appraisal for the Department except where the agreement with the agency specifies a different product.
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7.13.40.00 Staff Litigation Reports

An appraisal for condemnation or inverse litigation testimony shall be of sufficient detail, consistent with legal
and professional requirements for format and documentation to present a clear and accurate opinion of
value. The staff appraiser will be furnished all data that would be furnished a contract appraiser at the time of the
assignment. A Report Analysis Form (Exhibit 7-EX-18) will be prepared. Condemnation appraisals are to be
completed at least 60 days prior to thetrial date and forwarded to the Legal Division.

If the Legal Division requests preparation of a staff independent appraisal for purposes of inverse litigation, the
report will conform to the same standards as a condemnation report, but will show the phrase “Inverse
Condemnation Appraisal” on the front cover. A description of the claim will be included.

The following two statements will be included in the Certificate of Appraiser:

A. “Thisreport is pursuant to the request of and for the confidential use by the Legal Division for the purpose of
defending the State.”

B. “Valuation conclusions are the result of using given legal assumptions for analysis purpose only and in no
way imply acceptance or rejection of the validity of the claim to which this report relates.”
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7.13.50.00 - UTILITY, RAILROAD AND GOVERNMENTAL OWNERSHIPS

7.13.50.01 Public Utility Property

Property owned in fee by public utilities (including governmental utility agencies, irrigation district/regions, and
flood control district/regions) may be subject to special appraisal treatment, including the purchase of
replacement land for exchange, where necessary. If the public utility and the State have entered into a master
agreement at variance with instructions, the master agreement will prevail. In these cases, thetitle and date of the
master agreement will be noted in the appraisal. Appraisers should first confer with the Utility Branch when
assigned public-utility owned parcels to appraise.

7.13.50.02 FeeLand

A. If joint use of fee-owned property is proposed, the land required for highway use will be appraised at the
market value of the underlying fee. This envisions the land utilized by the utility facility has a
secondary use. For example, an electric tower line traverses a property. The area under the line may
still be used for agriculture, parking or residential assemblage.

B. If the State proposes to replace the land in full required by exchange, land value of the fee-owned parcel
should be shown as zero (Market Value may be shown in “Remarks’). In “Remarks,” describe the
location and parcel numbers of the replacement land, if determined.

When the State is replacing the fee-owned utility right of way with a replacement right of way that is not
as wide as the existing utility property being acquired, the valuation approach will be the same as set
forth in Section 7.13.60.01 for valuation of railroad operating right of way.

C. If the public utility proposes to acquire the replacement property, the land value should be the market
value of the minimum requirements of the replacement property. The basis of the valuation and
description of the replacement property must be fully documented in the appraisal.

D. If the public utility proposes to abandon the use of the property without replacement, market value
would be paid for the required property considering the property clear of the public utility use. Cost of
abandonment and removal of improvements may be covered by utility agreement.

E. Public utility corporation yards, shops, office and other proprietary properties will be valued by normal
methods.

7.13.50.03 | mprovements

Relocation of buildings, equipment, and lines involved in the utility production or transmission will normally be
handled by utility agreement and need not be included in the appraisal unless the acquisition or relocation of
improvements is proposed for payment under right of way contract.
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7.13.60.00 Railroad Property General Prerequisites

All appraisals of railroad-owned properties are to be submitted to HQ R/W for review and approval, regardless of
the monetary amount involved. All appraisals of railroad-operating properties connected with rights of way,
depots, station grounds, or public team tracks, etc., are specialized and require specia handling, including being
submitted to HQ R/W for review and approval, regardless of the monetary amount involved.

All railroad properties should be valued in the full, narrative format. The Non-Complex Valuation of $10,000 or
Less and the Waiver Valuation formats shall not be used. Railroad parcels are not eligible for the one-agent
apprai se/acquire process.

Proper handling of railroad properties requires a high degree of coordination between numerous departments,
including Legal, Structures, Project Development, and Right of Way. The following prerequisites apply:

A. Upon assignment of a railroad property appraisal, the appraiser shall first confer with the
Region/District Railroad Agent. The delivery of the Notice of Decision to Appraise letter shall be
coordinated through the Region/District Railroad Agent. The Railroad Agent may also facilitate
inviting arailroad representative on the inspection of the subject.

B. Railroad appraisals are to be submitted on a construction project basis including all of the takings from
the railroad ownership in asingle appraisal.

C. Due to extraordinary lead time requirements, appraisas of land located within the railroad's
transportation corridor must be submitted a minimum of 24 months prior to the project certification
date. Single transverse crossings of railroad transportation corridor which do not require substantial
relocation of rail facilities are excepted from this requirement and may be submitted one year prior to
the certification date. Any other exception to this policy must have prior approval of HQ R/W.

D. The appraisal shall include a genera description of the items, e.g., track and signals, which are proposed
to be covered by afuture construction and maintenance agreement or service contract.

E. In al cases, the appraisal will include a clear statement describing the property rights held by the
railroad in the property being acquired.

Railroad Right of Way: Title, in fee and/or easement, or by adverse possession, to a strip of land between two
points, all or aportion of which land is used for railroad purposes that include freight and/or passenger service.

Transportation Corridor: A corridor which includes existing operating and nonoperating railroad property
with reasonably probable future transportation uses, including railroad tracks, excess width, utility lines,
pipelines, fiber-optic lines, etc. These uses must not be speculative. See Section A.1.d. below.

Operating Railroad Property: The property necessary for operation of rail service over the railroad right of
way. The area covered by the nonabandoned tracks plus the minimum additional clearance width as set by the
Public Utilities Commission (PUC). It may include station sites and their parking lots, and crossing gates and
associated equipment. All operating railroad property is located within atransportation corridor.
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Nonoperating Railroad Property: Anything other than operating railroad property; i.e., property which is not
required to operate rail service on aright of way. This may include unused right of way, land leased to others,
administrative properties, etc.

Abandoned Railroad Right of Way: A right of way for which atermination of rail services has been approved
by the Surface Transportation Board, and all further requirements have been fulfilled.

7.13.60.01 Valuation of Railroad Properties

Takings from railroads may involve complex legal and appraisal problems in determining fair market value for
all or a part of the transportation corridor being acquired. Whenever it becomes apparent that unusual problems
exist or there is a problem with defining whether the property is located inside or outside of the transportation
corridor, the Region/District should confer with the Region/District Railroad Agent, or if necessary, HQ R/W. In
most cases, the following guidelines may be used:

A. Appraisals of Railroad-Owned Lands

1. Land within the transportation corridor:

a.  Where the State proposes replacement of the required land or facility, the part taken will be
assigned anominal value. A description of the replacement land will be included in “ Remarks’
and delineated on the Appraisal Maps.

When the State is replacing the transportation corridor needed for the project with a
transportation corridor that is not as wide as the existing transportation corridor, generally, only
the portion replaced will be assigned a nominal value. For example, assume the existing
transportation corridor is 80 feet wide and the State is proposing to convey a 60-foot wide
transportation corridor to the railroad company as the replacement transportation
corridor. Under this circumstance, the appraisal will show 60 feet of the existing transportation
corridor at nominal (because it is being replaced). The remaining width, 20feet in this
example, will then be handled in one of two ways:

1) If the additional width of the existing transportation corridor is required only because of
uneven topography (slopes, etc.), it will also be valued at hominal.

2) Otherwise, the additional width will be appraised at market value.

The appraisal report will show as follows (on Form RW 7-9):

Total areataken -

80 x 500 feet = 40,000 sg ft
Area being replaced -

60 x 500 feet (30,000 sq ft) = nominal
Areanot being replaced -

20 x 500 feet (10,000 sq ft) @ $5.00/sq ft (market value) = $50,000
Est. Total Value= $50,000
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However, if the existing transportation corridor is 80 feet wide because of an adverse terrain
condition (cut or fill) and the replacement transportation corridor is on level ground thus only
requiring 60 feet of transportation corridor to replace the utility of the existing transportation
corridor, then the total area being acquired of 40,000 sq ft will be assigned a nominal value.

If the railroad company requests that the State acquire and convey a replacement transportation
corridor which is wider than their existing transportation corridor to be acquired by the State
for the project, then the appraisal will show the extra width at market value to be paid for by
the railroad company in the exchange transaction.

The appraisal report will show as follows (on Form RW 7-9):

Tota areato be acquired -

60 x 500 feet = 30,000 q ft
Replacement transportation corridor -

80 x 500 feet = 40,000 sq ft
Transportation corridor take -

60 x 500 feet (30,000 sq ft) @ nominal nominal
Replacement area in excess of take -

20 x 500 feet (10,000 sq ft) @ $5.00/sq ft (market value) = $50,000
Total amount to be paid to the State by railroad company $50,000

However, if the replacement railroad transportation corridor is 80 feet wide because of adverse
terrain condition (cut or fill) and the replacement transportation corridor merely replaces the
functional utility of the existing transportation corridor, then the appraisal will show nominal
value for an even exchange.

Width with utility will be the criterion. Length and area alone will not.

If the total area of the replacement transportation corridor is different from the total area of the
existing transportation corridor to be acquired for the project merely because of the different
lengths of the two transportation corridors, the appraisal will be nomina value as stated in the
first paragraph of this Section.

Where the State does not propose replacement of the required land, the State’s requirement
shall beidentified as either atransverse crossing or alongitudinal taking.

“Transverse Crossing” means any portion of a public road project physically crossing a

transportation corridor from one side of the transportation corridor to the other regardliess of
the angle of the crossing.
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“Longitudina taking or acquisition” means any taking of any portion of a transportation
corridor other than a transverse crossing. However, a transverse crossing may also physically
share a portion of the area within alongitudinal taking.

Where the State does not propose replacement of the required land, the longitudinal takings
will be appraised at fair market value. An example of this type of taking occurs when the State
is acquiring a longitudinal strip of existing transportation corridor and the railroad company is
able and willing to continue its operations without any replacement transportation corridor;
e.g., the existing transportation corridor is 80 feet wide and the State needs a 20-foot strip for
the project and replacement transportation corridor is not required.

Where portions of the transportation corridor property may reasonably be converted to
nontransportation uses by minor adjustments of facilities without affecting the reasonably
probable transportation uses, the longitudinal taking will be appraised at market value,
reflecting the costs of conversion.

Transverse crossings require special consideration by the appraiser. Existing California law
establishes certain principles regarding the valuation of transverse crossings. The leading case
in Cadlifornia establishing those principles is City of Oaklandv. Schenck (1925)
197 Cal. 456. The main principle is that the public has the right to construct crossings
necessitated by a public road project for a nominal consideration when the crossing does not
interfere with the railroads use. Subsequent cases have expanded the “rail use” to a
“transportation use.” This is why the transportation corridor is defined above. Information
about railroad operations and uses should be obtained through the Region/District Railroad
Agent.

The transportation corridor may contain operating right of way, nonoperating right of way,
excess land, communication corridor, pipeline corridor, etc. The following are factors to
consider in defining the transportation corridor and should be included when testing for uses
which are physically possible, legally permissible, financially feasible, and maximally
productive.

1. Determine the area that is subject to PUC regulation. Determine what restrictions, if any,
the PUC places on railroad operations within the area subject to PUC jurisdiction. This
information should be obtained through the Region/District Railroad Agent.

2. Determine what interest the railroad hasin the land, i.e., fee or easement. Determine what
deed restrictions have been placed on the railroad’ s use of that area.

3. Determine whether the railroad has any documented plan for the use and/or development
of its property. This information should be obtained through the Region/District Railroad
Agent.

4. Determine the zoning of the railroad's property, if zoned. Determine what uses can be
made of the property.

5. Determine which uses are considered to be for legitimate railroad purposes. Some uses
may be precluded by existing physical limitations, such as steep terrain. Legitimate
railroad uses may include air or subsurface space, which may be reasonably usable for
valuable nontransportation uses or for other transportation uses, and these uses are
reasonably probable.
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The appraiser must also be familiar with the construction in the manner proposed to determine
the impact on the existing and potential uses. The physical impact of construction should be
analyzed as to its effect on the reasonable and probable transportation uses. Construction
details, such as footings and pillars, should not be valued separately, but should be included in
the analysis of the overall impact of the State’'s requirement. In the valuation of transverse
crossings, the appraiser must ask the following questions: 1. Does the exercise of the rights
being acquired unduly interfere with the railroad’ s existing use of its transportation corridor for
legitimate railroad and other existing transportation purposes? The appraiser must also
determine whether the transverse crossing will interfere with a reasonably probable future
transportation use. If it does not, the holding in City of Oaklandv. Schenck (1925)
197 Cal. 456 applies, and the value is nominal. If the State's project does interfere with any
one of the above uses, then two additional questions must be answered: 2. What are the
reasonably probable uses that are impacted; and, 3. What is the market value of those impacts
as measured by the loss in utility and desirability of the transportation corridor? When the
State’s transverse crossing interferes with any one of the above-listed uses, the impact will be
reflected in the valuation. With respect to transverse crossings, after making the above-listed
determinations, including the width of the corridor and the permitted uses, the transverse
crossing will be valued by the loss in utility and desirability before and after the imposition of
the encumbrance.

Each transverse crossing must be evaluated as described in the preceding paragraph. Merely
including the Manual reference in the written appraisal is not sufficient documentation of the
valuation. When the value of the transverse crossing is hominal based on the appraiser’s
thorough analysis, a statement similar to the following paragraph shall be included in the
appraisal summarizing the analysis and also serving as the “Summary for the Basis of Just
Compensation” paragraph:

“The appraiser has ascertained that the Highest and Best Use of the subject property is
as a transportation corridor including all legitimate railroad and other transportation
purposes. The required transverse crossing will not diminish the market value of the
railroads property or unduly interfere with the railroads use for legitimate
transportation purposes, as ascertained by analysis of the before and after
conditions. Therefore, the compensation is nominal, consistent with California state
law.”

Modification of trackage and other operational appurtenances will be handled by Construction
and Maintenance Agreements or Service Contracts.

Longitudinal takings that cross existing structural transverse easements will be appraised at
market value if the existing transverse easement was obtained at nominal value. The effect on
land uses or values because of the existing highway-railroad grade separation structure, within
the new longitudinal easement area, will not be considered in estimating the market value of the
longitudinal taking. The reasoning behind this premiseisthat if the original transverse crossing
easement was obtained at nominal value and provided no benefit to the railroad, the new
longitudinal taking should be paid for by the State.
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2. Land outside of the transportation corridor:

Land considered to be outside of the railroad’s present or future transportation corridor will be
appraised at market value. Where the property is not capable of independent use or development,
the appraiser should consider any potential use of the property as plottage or joinder with the
adjacent properties.

B. Appraisals of Railroad-Owned |mprovements

1. Railroad improvements being acquired without replacements or relocation and lessee-owned
improvements on railroad properties will be valued using normal appraisal methods, with
depreciation and salvage value given full recognition. Improvement valuation shall not include
trackage.

2. Improvements which are to be relocated or replaced under the terms of a construction and
maintenance agreement will be described and assigned a zero value.

3. Trackage will be handled by construction and maintenance agreement or service contract.

7.13.70.00 Governmental, I ndian, Functionally Replaced Publicly Owned Facilities, and State Land

A. Federal public lands, including national forests, will be appraised at zero land value, unless the
Region/District believes land value may become an issue during acquisition. In this event, the land isto
be appraised and shown at market value.

B. Federal military reservations and Federa reservoirs, canals, and flood control channels will normally be
appraised at zero land value unless the Region/District believes value may become an issue during
acquisition. Inthisevent, theland isto be appraised and shown at market value.

C. Federal Genera Services Administration properties will usually be appraised at market value. There
may be circumstances where the property will be conveyed at zero value if the use as a highway is
compatible and a benefit to the Federal facility.

D. State School Landswill be appraised at market value.

E. Proposed acquisitions of public parks will be appraised at replacement cost. Per the Public Park
Preservation Act of 1971, the acquiring entity pays sufficient compensation, or land, or both, to enable
the operating entity to replace the park land and the facilities thereon. Ballantine's Law Dictionary
defines “park” as a “tract of land acquired by a city, town, or other public authority, for ornament, and
as aplace for the resort of the public for recreation and amusement.”

The substitute land should be of comparable characteristics and of substantially equal size, located in an
area that would allow for use by generally the same persons who used the existing park land and
facilities. The cost will include the land and the cost of development into park land, including placing
of substitute facilities thereon. See Sections 5400 through 5409 of the California Public Resources
Code.
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Indian tribal and allotted lands will normally be conveyed as easement title only and will therefore be
appraised at market value less one dollar.

All other federal, state, county, special district, school district, and city lands will be appraised at market
value except:

1.

If State will purchase the replacement property and functional replacement of improvements is
proposed, and the owning agency has waived its right to have an estimate of compensation for the
acquisition parcel established by the appraisal process in preference to functional replacement, the
subject acquisition parcel will be valued at zero value. 1t will be necessary that there be compliance
with all provisions of 23 CFR 710.5009, et seq. (See Acquisition Chapter 8 and Exhibit 8-EX-34.)

The parcel numbers of the replacement land will be noted if available and the valuation basis
discussed. The market value of the subject land will be included for information in “ Remarks.”

It will always be necessary for the Appraisal Branch to supply cost-estimate data for the acquisition
property. These data are for inclusion in the submittal to FHWA seeking their concurrence in
functional replacement. Thiswill normally occur during the project-development stage of a project.

If acquisition of replacement property by the governmental agencies is proposed, the value of the
minimum requirements of the proposed replacement property may be used as land value of the
subject. The basis of vauation and description of the replacement property will be fully
documented in the appraisal. The market value of the subject land will be included for information
in “Remarks.”

These instructions do not preclude donation, dedication, consent to joint use, or transfer of
possession and control, without consideration, from any public agency to the Department for
highway purposes.

City streets and county roads closed by freeway agreement will not be valued except as to the
underlying fee for adjacent properties, if separate valuation of the underlying fee is
necessary. Normally, the underlying fee is valued at $1 because the public has full control over the
surface use and the only rights the underlying fee owner has is one of areversion. See Section 83
of the S&H Code.
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